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Background

1. At its thirtieth meeting, having considered document AFB/B.30/5/Rev.1, the Adaptation
Fund Board (the Board) decided:

(a) To adopt the medium-term strategy as amended by the Board, as contained in the
Annex 1 of the document AFB/B.30/5/Rev.1 (the MTS); and

(b) To request the secretariat:

() To broadly disseminate the MTS and work with key stakeholders to
build understanding and support;

(i) To prepare, under the supervision of the MTS task force, a draft
implementation plan for operationalizing the MTS, containing a draft
budget and addressing key assumptions and risks, including but not
limited to funding and political risks, for consideration by the Board at
its thirty-first meeting; and

(iii) To draft, as part of the implementation plan, the updates/modifications
to the operational policies and guidelines of the Adaptation Fund
needed to facilitate implementation of the MTS, for consideration by
the Board at its thirty-first meeting.

(Decision B.30/42)

2. Pursuant to decision B.30/42, subparagraph (b) (ii), the secretariat prepared a draft
implementation plan for the MTS, including an assessment of assumptions and risks. The
secretariat shared a version of the draft with the MTS task force for comments.

3. The draft implementation plan also contains suggestions for specific funding windows that
might be opened under the MTS in complement of the Fund’s existing funding windows for single-
country and regional adaptation projects and readiness support projects. Following the approval
of the implementation plan, the secretariat would present specific proposed details for each new
funding window at subsequent meetings of the Board for its consideration, in accordance with the
timeline contained in the implementation plan.

4. At its thirty-first meeting, the Board discussed the draft implementation plan for the MTS,
and members of the Board proposed amendments to the document. The secretariat then
presented a revised draft, in document AFB/B.31/5/Rev.1. Having considered that document, the
Board decided:

(a) To approve the implementation plan for the medium-term strategy for the Fund for 2018—
2022 contained in the Annex | to document AFB/B.31/5/Rev.1 (the plan);

(b) To request the secretariat:

[..]
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(i) To prepare, for each proposed new type of grant and funding window, a
specific document containing objectives, review criteria, expected grant
sizes, implementation modalities, review process and other relevant features
and submit it to the Board for its consideration in accordance with the
tentative timeline contained in Annex | to document AFB/B.31/5/Rev.1, with
input from the Board’s committees;

(iv) Following consideration of the new types of support mentioned in
subparagraph (b)(iii), to propose, as necessary, amendments to the Fund’s
operational policies and guidelines Fund to better facilitate the
implementation of such new types of support; and

[..]
(Decision B.31/32)

5. At the second session of its thirty-fifth meeting, the Board considered document
AFB/PPRC.26.b/16, Program on Innovation: Large Grants for Innovation, and the Board decided:

(@) To approve the process for providing funding for innovation through large grants to
Implementing Entities (IEs) as described in document AFB/PPRC.26.b/16; including the
proposed objectives, review criteria, expected grant sizes, implementation modalities,
review process and other relevant features as described in the document;

(b) That the large grants for innovation would fall outside the country cap approved by
the Board in decision B.13/23 or, in the case of regional or multi-regional proposals, the
regional provision, whereas they would count against the Multilateral Implementing Entity
cap as per decision B.12/9;

(c) Torequestthe secretariat to prepare the first Request for Proposals to IEs for a total
amount of US $30 million to be launched by the first quarter of calendar year of 2021; and

(d) To request the secretariat to consider the need to develop specific objectives and
indicators for the innovation aspects of the projects, beyond what is included in the regular
project performance reporting process and make relevant recommendations to the Board
at its thirty-seventh meeting.

(Decision B.35.b/8)

6. At its thirty-sixth meeting, the Board considered the document AFB/PPRC.27/28, Programme
on Innovation: Operationalization of Large Grants for Innovation, and the Board decided:

(@) To approve the Innovation Large Grant Project Proposal template, the Review
Criteria template and the |Instructions for Preparing a Proposal for
Innovation Large Grants, as described in annexes Il, Ill and IV to document
AFB/PPRC.27/28;

(b) To launch the request for proposals so that submissions of Innovation Large Grants
proposals are invited to be considered as early as the thirty-seventh meeting of the Board.

(Decision B.36/24)
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7. Subsequently, the first call for project and programme proposals under the indicative set-aside
amount of US$ 30 million was issued to eligible Parties to submit large innovation project and
programme proposals to the Fund through accredited NIEs, RIEs and MIEs.

8. At its thirty-ninth meeting in October 2022, the Board discussed and adopted the “Medium-
term strategy of the Fund for the period 2023-2027”" (Decision B.39/61). At the subsequent
meeting, the Board adopted, via Decision B.40/72, the Implementation Plan for Medium-Term
Strategy of the Fund for the Period 2023-2027 (document AFB/B.40/.5/Rev.1). Together, these
documents include plans for the continuation and expansion of the innovation pillar that was
launched and developed during the MTS 2018 to 2022 period.

9. The following fully-developed proposal document titled “Innovative adaptation financing to
build the resilience and adaptive capacity of smallholder farmers in Bhutan (InAF-Bhutan)” was
submitted for Bhutan by World Food Program (WFP), which is a Multilateral Implementing Entity
of the Adaptation Fund.

10. This is the fourth submission of the fully developed project proposal, using the two-step
submission process.

11. The current submission was received by the secretariat in time to be considered in the forty
second Board meeting. The secretariat carried out review of the project proposal, assigned it the
Project ID number AFO0000324, and completed a review sheet.

12. In accordance with a request to the secretariat made by the Board in its 10th meeting, the
secretariat shared this review sheet with WFP and offered it the opportunity of providing
responses before the review sheet was sent to the PPRC.

13. The secretariat is submitting to the PPRC the summary and, pursuant to decision B.17/15,
the final technical review of the project, both prepared by the secretariat, along with the final
submission of the proposal in the following section. In accordance with decision B.25/15, the
proposal is submitted with changes between the initial submission and the revised version
highlighted or with track changes.
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ADAPTATION FUND BOARD SECRETARIAT TECHNICAL REVIEW
OF PROJECT/PROGRAMME PROPOSAL
PROJECT/PROGRAMME CATEGORY: LARGE INNOVATION SINGLE COUNTRY.
Single-country Large Innovation Full Proposal

Country/Region:
Project Title:

Thematic Focal Area:

Implementing Entity:
Executing Entities:
AF Project ID:

IE Project ID:

Bhutan

Innovative adaptation financing to build the resilience and adaptive capacity of smallholder farmers in
Bhutan (In AF-Bhutan)

Innovative adaptation financing

World Food Programme

Ministry of Agriculture and Livestock

AF00000324

Requested Financing from Adaptation Fund (US Dollars): 4,983,736

Reviewer and contact person: Marcus Johannesson Co-reviewer(s): Rywon Yang

IE Contact Person:

Technical
Summary

The project “Innovative adaptation financing to build the resilience and adaptive capacity of smallholder farmers
in Bhutan” aims to enhance the resilience of smallholder farmers in Bhutan to key identified climate risks and
enhance their food security by rolling out innovative index-based microinsurance through an integrated resilience
building approach. This will be done through the three components below:

Component 1: Strengthened climate-resilient agricultural practices to underpin integrated climate risk
management by smallholder farmers (USD 900,620);

Component 2: Innovative climate risk transfer mechanism rolled out and smallholder farmers’ resilience built
through integrated approach (USD 2,992,051);

Component 3: Innovative climate risk management institutionalized for long-term sustainability (USD 302,128).
Requested financing overview:
Project/Programme Execution Cost: USD 398,505

Total Project/Programme Cost: USD 4,593,304
Implementing Fee: USD 390,432




Financing Requested: USD 4,983,736

The initial technical review raises some issues, such as lack of clarity on the activities, inclusion of some core
indicators and innovation indicators, Gender Action Plan and gender indicators and targets in results framework
etc., as is discussed in the number of Clarification Requests (CRs) and Corrective Action Requests (CARS)
raised in the review.

The second technical review finds that while the proposal has clarified most of the CRs and CARs requests
related to the results framework and clarification on the activities, some issues related to the justification of USPs
throughout the proposal and the gender action plan, and the lack of clarification of output 1.1.1 remain
unresolved.

The third technical review finds that, while the remaining issues identified have been satisfyingly addressed by
WEFP, the response under CR6 which was clearly accounted for in the term sheet needs to be more clearly
reflected in the proposal itself.

The fourth technical review finds that all CRs and CARs have been addressed.

Date:

2023-01-25

Review Criteria

Questions Comments 3 Technical Review Comments 4™ Technical Review

Country Eligibility

1. Is/are the beneficiary -
country/countries a developing
country/countries Party/Parties
to the Kyoto Protocol?

2. Is the participating country / are | -
all participating countries
developing countries
particularly vulnerable to the
adverse effects of climate
change?

Project Eligibility

1. Has the designated government | -
authority for the Adaptation




Fund / Have

the governments’ designated
authorities for the Adaptation
Fund endorsed the project?

Does the

project/programme support
concrete adaptation actions to
assist the country or
countries in addressing
adaptive capacity to the
adverse effects of climate
change and build in climate
resilience?

In case of regional
project/programme, is

there added value using the
regional approach, compared to
implementing similar activities
in each country individually?

CR4: Cleared

Component 1 and Component 2
includes USPs as localities, final
beneficiaries, and specific activities
are unidentified. The project has
logical progression of activities where
inter-dependency among activities
exists where for instance some
activities under Component 1 (i.e.,
Output 1.1.1, 1.1.2, 1.2.1) will have
to be rolled out and specifications
made as a basis for informed
decisions under Output 1.1.3 as well
as for the insurance implementation
and value chain development
process under Component 2. In
addition to this, USPs are justified
based on the participatory approach
that the project applies, and the
subsequent choices beneficiaries
have to make during the
implementation phase (Component
2). Management of risks including
compliance to ESP of the USPs will
be ensured through ESS and ESMP.




CR5: Cleared.

The output 1.1.1 will enhance last
mile climate service by first
identifying the gaps remaining from
the World Bank ADSS investment
and other existing projects or pipeline
localized climate services, and
secondly, build an enhanced mobile
phone application, which is now
reflected in the project results
framework.

CR6: Not cleared.

Clarification of the necessity of the
project's development of Last Mile
Climate Services is provided. The
project will complement and
synergize and avoid duplication of
work with the other projects including
the World Bank-supported ADSS
project and its ADSS mobile app
(and the climate services activities
under GCF project). Output 1.1.1 of
the project (including activities under
1.1.1.1 and 1.1.1.3) is justified and
assures that the project will be able
to deliver its outcomes and outputs
regardless of the success of the
other project (s).




While the response under CR6 as
provided by WFP in the review sheet
is clear and bring very important
information, not least as it builds
upon an updated dialogue with the
Government and DOA and its
various project funding partners, it
could be more clearly spelled out in
the proposal.

Please, integrate more explicitly what
was already very clearly accounted
for in the review sheet into the
proposal. This would then satisfy the
clearance of CR6.

CR9: Cleared.

The responsibility to plan and
implement the local adaptation plans
was discussed with the relevant
stakeholders at both the national and
the district levels. The Gewog
Tshogde (Block council) and
Dzongkhag Tshogdu (District
Council) will be in charge of
implementation and for the financial
aspect of the implementation is
ensured through the government

CR6: Cleared, as per information
provided on pages 17-19.

The proposal now provides the
details of the World Bank-supported
ADSS project, its non-duplication
with the proposed project in terms of
target area and approach, and the
synergy it will generate through the
mobile phone application, which the
current project will provide additional
support to enhance.




fund transfer system as it takes into
account the local adaptation plans.

3. Does the -
project/programme help
spread innovative adaptation
practices, tools and
technologies that have
demonstrated success in one
country to another country,
countries or regions; and/or

Does the

project/programme pilot at
larger

scale innovative adaptation
practices, tools or technologies
generated that have
demonstrated viability at a small
scale?

4. Does the project / programme -
provide economic, social and
environmental benefits,
particularly to vulnerable
communities, including gender
considerations, while avoiding
or mitigating negative impacts,
in compliance with the
Environmental and Social
Policy and Gender Policy of the
Fund?




5. Does the project engage,
empower and/or benefit the
most vulnerable communities
and social groups?

6. Does the project advance
gender equality and the
empowerment of women and
girls?

CARS3: Cleared.

The project proposal has
strengthened its clarity on how it will
address key gender barriers
identified from the gender
assessment including the
governance arrangements of gender
mainstreaming (p. 111-113). During
the additional screening of the USPs,
as set out in the Environmental
Management Plan (Annex 7), a
gender lens will be applied in a

cross-cutting fashion to all USPs
screened, and the GAP updated
accordingly if needed.

7. s the project/programme cost-
effective?

In the case of regional project/
programmes, does the regional
approach support

cost effectiveness? Does the
project engage, empower
and/or benefit the most
vulnerable communities and
social groups?




Is the project / programme
consistent with national or sub-
national sustainable
development strategies,
national or sub-national
development plans, poverty
reduction strategies, national
communications and adaptation
programs of action and other
relevant instruments?

Does the project / programme
meet the relevant national
technical standards, where
applicable, in compliance with
the Environmental and Social
Policy of the Fund?

. Is there duplication of project /
programme with other funding
sources?

. Does the project / programme
have a learning and knowledge
management component to
capture and feedback lessons?

CARS5: Cleared.

Cleared as per the revision made on
page 113.

. Has a consultative process
taken place, and has it involved
all key stakeholders, and
vulnerable groups, including
gender considerations in
compliance with the
Environmental and Social
Policy and Gender Policy of the
Fund?




13.

Is the requested financing
justified on the basis of full cost
of adaptation reasoning?

14.

Is the project / program aligned
with AF’s results framework?

15.

Has the sustainability of the
project/programme outcomes
been taken into account when
designing the project?

16.

Does the project / programme
provide an overview of
environmental and social
impacts / risks identified, in
compliance with the
Environmental and Social
Policy and Gender Policy of the
Fund?

Is the requested project funding
within the parameters
for large grants set by the
Board?

Is the Implementing Entity
Management Fee at or below
8.5 per cent of the total project
budget before the fee? Are the
Project/Programme Execution
Costs at or below 9.5 per cent
of the total project/programme
budget (including the fee)?

For regional
projects/programmes, are the
administrative costs
(Implementing Entity
Management Fee and Project/
Programme Execution Costs)




at or below 10 per cent of the
project/programme for
implementing entity (IE) fees
and at or below 10 per cent of
the project/programme cost for
the execution costs?

Is the project submitted through
an Implementing Entity
accredited by the Board?

. Are there measures in place for
the management of for
environmental and social risks,
in line with the Environmental
and Social Policy and Gender
Policy of the Fund?

Proponents are encouraged to
refer to the Guidance document
for Implementing Entities on
compliance with the Adaptation
Fund Environmental and Social
Policy, for details.

. Are there measures for

financial and
project/programme risk
management?

. Are arrangements for

monitoring and evaluation
clearly defined, including
budgeted M&E plans and sex-
disaggregated data, targets and
indicators, in compliance with
the Gender Policy of the Fund?

CARG: Cleared.

Additional clarification is provided on
page 113-115.

Is a budget on the
Implementing Entity
Management Fee use
included?

10




Is an explanation and
breakdown of the execution
cost included?

Does the M&E Framework
include a break-down of how
implementing entity IE fees will
be utilized in the supervision of
the M&E function?

Is the timeframe for the
proposed activities adequate?

Is a summary breakdown of the
budget for the proposed
activities included?

Does the project/programme’s
results framework align with the
AF’s results framework? Does it
include at least one core
outcome indicator from the
Fund’s results framework?

. Is a disbursement schedule
with time-bound milestones
included?

11
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ADAPTATION FUND BOARD SECRETARIAT TECHNICAL REVIEW
OF PROJECT/PROGRAMME PROPOSAL
PROJECT/PROGRAMME CATEGORY: LARGE INNOVATION SINGLE COUNTRY.
Single-country Large Innovation Full Proposal

Country/Region:
Project Title:

Thematic Focal Area:
Implementing Entity:

Executing Entities:
AF Project ID:
IE Project ID:

Bhutan
Innovative adaptation financing to build the resilience and adaptive capacity of smallholder farmers in
Bhutan (In AF-Bhutan)
Innovative adaptation financing
World Food Programme
Ministry of Agriculture and Livestock
AF00000324
Requested Financing from Adaptation Fund (US Dollars): 4,983,736

Reviewer and contact person: Marcus Johannesson Co-reviewer(s): Rywon Yang

IE Contact Person:

Technical
Summary

The project “Innovative adaptation financing to build the resilience and adaptive capacity of smallholder farmers
in Bhutan” aims to enhance the resilience of smallholder farmers in Bhutan to key identified climate risks and
enhance their food security by rolling out innovative index-based microinsurance through an integrated resilience
building approach. This will be done through the three components below:

Component 1: Strengthened climate-resilient agricultural practices to underpin integrated climate risk
management by smallholder farmers (USD 900,620);

Component 2: Innovative climate risk transfer mechanism rolled out and smallholder farmers’ resilience built
through integrated approach (USD 2,992,051);

Component 3: Innovative climate risk management institutionalized for long-term sustainability (USD 302,128).
Requested financing overview:
Project/Programme Execution Cost: USD 398,505

Total Project/Programme Cost: USD 4,593,304
Implementing Fee: USD 390,432




Financing Requested: USD 4,983,736

The initial technical review raises some issues, such as lack of clarity on the activities, inclusion of some core
indicators and innovation indicators, Gender Action Plan and gender indicators and targets in results framework
etc., as is discussed in the number of Clarification Requests (CRs) and Corrective Action Requests (CARs)
raised in the review.

The second technical review finds that while the proposal has clarified most of the CRs and CARs requests
related to the results framework and clarification on the activities, some issues related to the justification of USPs
throughout the proposal and the gender action plan, and the lack of clarification of output 1.1.1 remain
unresolved.

The third technical review finds that, while the remaining issues identified have been satisfyingly addressed by
WEFP, the response under CR6 which was clearly accounted for in the term sheet needs to be more clearly
reflected in the proposal itself.

Date: 2023-01-19
Review Questions Comments 1st Comments 2nd Comments 3™ WFP response to 3™
Criteria Technical Review Technical Review Technical Review Technical Review
1. lIs/are the Yes. - -

beneficiary
Country country/pountries a
Eligibility developing

country/countries

Party/Parties to the

Kyoto Protocol?




Is the participating
country / are all
participating
countries
developing
countries
particularly
vulnerable to the
adverse effects of
climate change?

Yes.

The varied and fragile
mountainous ecosystems
of Bhutan render the
country extremely
vulnerable to the impacts
of climate change while
already being prone to a
range of
hydrometeorological
hazards. Key climate
change risks include
erratic rain or deficit of
rain and temperature
changes leading to
flooding and landslides,
windstorms and droughts,
and harsh climate

Project
Eligibility

conditions.
Has the Yes. - -
designated Endorsement (LOE)
government recorded on 28
authority for the September 2023 by Ms

Adaptation Fund /
Have
the governments’ d

Thinlay Yandon, National
Designated Authority
and/or Officiating Director

esignated Department of Macro-

authorities for fiscal and Development

the Adaptation Finance, Ministry of

Fund endorsed the | Finance.

project?

Does the Not clear. applewebdata://73370f7e- | CR4: Cleared
project/programme

support concrete
adaptation actions
to assist the

Climate change
negatively affects the
cultivation and

ccca-4129-956a-

d9038b508ab0/CR1:

Cleared

Component 1 and

Component 2 includes

USPs as localities,



applewebdata://73370F7E-CCCA-4F29-956A-D9038B508AB0/#_ftn1
applewebdata://73370F7E-CCCA-4F29-956A-D9038B508AB0/#_ftn1
applewebdata://73370F7E-CCCA-4F29-956A-D9038B508AB0/#_ftn1

country or
countries in
addressing
adaptive capacity
to the adverse
effects of climate
change and build
in climate
resilience?

In case of regional
project/programme
, is there added
value using the
regional approach,
compared to
implementing
similar activities in
each country
individually?

management of the
country’s socio-
economically important
agricultural sector (target
sector). Aside from lack of
knowledge, understanding
and ability to apply
climate-resilient
agricultural technologies
and approaches, among
other challenges, limited
access to finance is a
main constraint
(particularly for women),
and the prevailing savings
and credit schemes are
mostly commercially
oriented with insufficient
support to graduate
subsistence farming’s into
commercialization. Youth
agricultural entrepreneurs
similarly face lack of
access to finance, as well
as environmental and
management issues.

CR1:Onp.9and 13 itis
concluded that access to
finance for investing in
climate resilient
livelihoods is lacking for
Bhutanese farmers. At the

While various financial
services are accessible to
commercial farmers, there
are insufficient financial
schemes that are
accessible to rural
smallholder farmers,
especially women. The
proposed project focuses
on increasing accessibility
of rural smallholder
farmers, especially women
and youth, to enhance
their adaptability and
resilience to climate
change.

Pages 9, 60-61

CR2: Cleared.

A diagram indicating the
timing of different
components and outputs
is provided in Annex 11.
Page 203

CR3: Cleared.

Basic profiles and the map
of the four targeted
districts are provided in
the proposal. Pages 11-13

CR4: Not cleared.

final beneficiaries, and
specific activities are
unidentified. The
project has logical
progression of
activities where inter-
dependency among
activities exists where
for instance some
activities under
Component 1 (i.e.,
Output 1.1.1, 1.1.2,
1.2.1) will have to be
rolled out and
specifications made
as a basis for
informed decisions
under Output 1.1.3 as
well as for the
insurance.

implementation and
value chain
development process
under Component 2.
In addition to this,
USPs are also
justified based on the
participatory approach
that the project
applies, and the
subsequent choices
beneficiaries have to
make.




same time on p. 58 it is
stated that both women
and men have access to
credit with the banks
(BDBL, BOB, BNB).
Please clarify and revise
as needed.

The project’s underlying
activities and outputs are
interlinked and coherent
to achieve the project’s
main goal. Some of these
elements under the
various components will
be undertaken in a
sequence while others will
be on-going in parallel.

CR2: It may be helpful to
illustrate (schematically,
for example) the timing
and sequential order
among the three
components’ various
activities and outputs, and
the relationship between
them (e.g., which of these
are occurring in parallel).

The project aims to
address the limited
access to finance of

The key criteria to select
the direct beneficiaries
(gewogs, communities,
and individuals) are
climate vulnerability and
poverty-and gender
related socio-economic
variables, previous
investment level, and
interest to participate in
the programme (Page 13).
Certain activities, such as
value chain development
activities, will be identified
based on findings of the
Consolidated Livelihood
Exercise for Analysing
Resilience (CLEAR),
which will be carried out
under the Building
Resilient Commercial
Smallholder Agriculture
(BRECSA) project of
WFP.

The proposal mentions
USPs are included under
Component 2 since exact
localities are unidentified.
However, all gewogs
under the four districts will
be approached. If
communities are direct
beneficiaries, identification

during the
implementation phase
(Component 2).
Management of risks
including compliance
to ESP of the USPs
will be ensured
through ESS and
ESMP.

CR5: Cleared.

The output 1.1.1 will
enhance last mile
climate service by first
identifying the gaps
remaining from the
World Bank ADSS
investment and other
existing projects or
pipeline localized
climate services, and
secondly, build an
enhanced mobile
phone application,
which is now reflected
in the project results
framework.




smallholder farmers,
especially for women. The
index-based
microinsurance coupled
with the integrated risk
management package
(which includes enhanced
access to climate
services, financial
savings, and
microfinance) and
improved access to
structured markets for
climate-resilient products
will allow the smallholder
farmers to adapt their
farming practices to be
more climate-resilient.

The project identified 4
districts, namely, Dagana,
Tsirang, Lhuentse, and
Trashigang, based on the
feasibility study. The
targeted gewogs and
communities will be
identified during the
project inception phase.
Some information, such
as women's population, is
noted in the gender
assessment (Annex 1),

of these would be
important. However, under
Component 2, small
household farmers are
direct beneficiaries. For
activity 2.1.1, the risk
transfer mechanism
(insurance scheme)
developed would be a
general service
irrespective of community
or character of household.
The same holds for activity
2.1.2. USPs here therefore
seem unjustified.

On the other hand, if the
location and/or recipients
of 2.1.3 (selection of
specific crops) and 1.2.1
(Good Agricultural
Practices) are unknown
and if it appears important
to screen for ESP risk and
GP risks, then USP-
relevant procedures should
be mentioned specifically
for these activities.

Overall, the USP logic
appears unjustified, and
unnecessary. If identifying
exact localities is important
for some activities to fully
conduct ESS screening,

CRG6: Not cleared.

Clarification of the
necessity of the
project's development
of Last Mile Climate
Services is provided.
The project will
complement and
synergize and avoid
duplication of work
with the other projects
including the World
Bank-supported
ADSS project and its
ADSS mobile app
(and the climate
services activities
under GCF project).
Output 1.1.1 of the
project (including
activities under
1.1.1.1and 1.1.1.3) is
justified and assures
that the project will be
able to deliver its
outcomes and outputs
regardless of the
success of the other
project (s).

While the response
under CR6 as

CRG6: Clarifications
provided in the review
sheet have been
integrated more
explicitly into the
proposal in Part Il
under Output 1.1.1.




but the general profile of
these districts is missing.

CR3: Please include a
basic profile
(demographic considering
gender and age groups,
main crops, number of
gewogs/communities to
be selected, active youth
groups and other
groups/organizations, or
other characteristics
relevant to the project) of
the identified project
target districts, and if
possible, maps of
districts.

CR4: Please explain
further the criteria and
process for selecting the
target gewogs and/or
communities and target
individuals (direct
beneficiaries) for the
project.

Output 1.1.1 aims to
tackle the problem of the
unreliability of weather
forecasts and the weak
dissemination process of

gender assessment,
or/and impact assessment,
then the proposal should
be further developed and
locate the localities for the
project during the proposal
development phase.

Please justify USPs when
needed and revise
accordingly.

CR 5: Not cleared.

The response and the
proposal provide
information on on-going
and pipeline initiatives on
enhancing climate
services for smallholder
farmers in Bhutan.
However, as the
identification of gaps is
scheduled for activity
1.1.1.1, the scope of
activity 1.1.1.3 remains
uncertain and is subject to
potential changes. To
prevent duplication,
ensure alignment with
existing and planned
initiatives, and
substantiate the rationale
for output 1.1.1, itis

provided by WFP in
the review sheet is
clear and bring very
important information,
not least as it builds
upon an updated
dialogue with the
Government and DOA
and its various project
funding partners, it
could be more clearly
spelled out in the
proposal.

Please, integrate
more explicitly what
was already very
clearly accounted for
in the review sheet
into the proposal. This
would then satisfy the
clearance of CR6.

CR9: Cleared.

The responsibility to
plan and implement
the local adaptation
plans was discussed
with the relevant
stakeholders at both
the national and the




the weather forecasts to
the farmers through
enhanced digitalization
and better agricultural
advice in the face of
changing weather
patterns. However, since
the status of localized
climate services and the
gaps are to be identified
through activity 1.1.1.1, it
is unclear what actions
will be undertaken in
activity 1.1.1.3. and,
therefore, the adequacy of
the budget planning.
Currently, the budget of
activity 1.1.1.3 plans for
training.

CRS5: Please clarify the
objective of output 1.1.1,
whether it is to improve
the dissemination channel
or to improve the capacity
of beneficiaries on climate
services.

CRG6: Please provide
examples of existing
localized climate services
in the identified districts,
how last mile climate
service is different or

essential to identify gaps
before project approval.
Please revise output 1.1.1
and its activities to
strengthen the justification
for output 1.1.1.

Please double-check
whether the correct budget
note has been revised.
The revised budget note is
the budget for activity
1.1.3.3.

CRG6: Not cleared.

The response explains the
necessity of developing
LMCS for the target
beneficiaries and the need
to complement the Agro-
met Decision Support
System (ADSS) platform
which is under
development through
DoA-World Bank’s project.

However, as the ADSS
platform and app is not
fully developed, it is
unclear to what extent the

district levels. The
Gewog Tshogde
(Block council) and
Dzongkhag Tshogdu
(District Council) will
be in charge of
implementation and
for the financial
aspect of the
implementation is
ensured through the
government fund
transfer system as it
takes into account the
local adaptation plans.




could complement the
existing service, and the
possible steps that could
be carried out in activity
1.1.1.3.

CR7: The proposal
ensures women’s
participation in
sensitization activities in
output 1.1.2 by providing
temporary childcare.
Please reflect this in the
budget.

CR8: The proposal has
identified project districts.
Please clarify whether it
overlaps with the
BRECSA districts in
output 1.1.3, and whether
it will provide synergies or
avoid duplication.

CR9: In output 1.1.3,
since the local adaptation
planning does not have a
statutory basis, please
clarify by whom and how
the plan will be
implemented after the
adoption of the plan.

last mile climate service is
necessary.

Please clarify the
justification of activity
1.1.1.3 in terms of full cost
of adaptation reasoning:
“Although co-financing is
not required, it is possible
and often cost-effective to
implement Adaptation
Fund projects in parallel
with projects funded from
other sources. In such a
situation, the Adaptation
Fund project should be
able to deliver its
outcomes and outputs
regardless of the success
of the other project(s).”

If activity 1.1.1.3 plans to
further develop an existing
climate service app
unrelated to ADSS, please
clarify whether there is
non-duplication with the
ADSS platform and app,
and how the sustainable
utilization of the app will
be ensured when there is
more than one application
on climate services.




CR10: Please provide
more information on
ARDCs: the number of
centres in the country and
whether the centres can
be found in each district.

CR11: The concept note
mentions the ongoing
activity of delineating the
organic landscape of the
DoA in output 1.2.1. Since
the target districts have
been identified, please
provide updated
information if relevant.

CR12: Please provide
more information on
CARLEP approach on
how it has empowered
lead farmers and how this
approach will be applied
in this project.

Output 1.2.2 will select
individuals or groups who
have participated in the
training of output 1.2.1
and 1.1.2. to be the
climate champions.

CR13: Please explain
further how the training

CR7: Cleared.

As per the clarification
provided on page 103.

CRS: Cleared.

Tsirang district is also the
target district of BRECSA
project. This duplication is
intended to provide
synergy with BRECSA
project as it will use the
BRECSA-supported
gewog-level agricultural
resilience plans. Page 20

CR9: Not cleared.

Please provide further
information whether the
responsibility of the
identified stakeholder
(Dzongkhag
Administration, gewog
local government services
centres) in implementing
the local adaptation plans
was discussed during the
consultation process.

CR10: Cleared.
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provided under output
1.2.2 will be different from
the training provided in
output 1.2.1 and 1.1.2.

CR14: Please explain
further the capacities the
climate champions will
gain through the training
and the expected role of
these climate champions
during the project
implementation and after
completion. In terms of
sustainability, how will the
activities of climate
champions continue after
the project?

CR15: While output 1.2.3
stresses the important
role of ARDC, their role is
not mentioned in the
implementation
arrangement table 6.
(p.69) of PART Ill. A1.

CR16: Please clarify the
different roles of research
institutions involved in the
project, such as the
College of Natural
Resources, College of

Additional information of
ARDCs is provided on
page 21.

CR11: Cleared.

No further information on
the progress of delineating
the organic landscape of
the DoA is available as per
the clarification provided
on page 21.

CR12: Cleared.

The CARLEP approach
adopts the Lead Farmer
Model to disseminate
knowledge and skills
received from training to at
least five to 10 interested
farmers in her/his
community. The approach
which benefits both the
livelihood of lead farmers
and the extended farmers’
productivity, will be applied
to the proposed project as
per the additional
information provided on
page 27.

CR13: Cleared,
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Science and Technology
(CSF), and ARDC.

CR17: The activity related
to supporting the savings
capacity of smallholder
farmers is under output
2.1.1. Please revise the
results framework
indicator accordingly.

CR18: the result indicator
of output 2.1.2 does not
fully reflect the result of
activities output 2.1.2.
Please revise.

CR19: Please explain
further on activity 2.1.2.1
how the project will
facilitate increased access
to existing credit products
and available business
development support for
rural CSI (rural cottages
and small industries).

CR20: Regarding the
output 2.1.3, how will the
result of the value chain of
a specific commodity
apply to the different
target districts?

The output 1.2.2. will
provide in-depth training to
the smaller group of
farmers than the training
of output 1.2.1 and 1.1.2.
The training will focus on
supporting the lead
farmers in showcasing
their agricultural practices
to their peers. Pages 16
and 26

CR14: Cleared.

Climate champions, i.e.,
lead farmers, will
showcase the climate-
resilient agricultural
practices to encourage
broader uptake by their
peers. The training will be
provided to enhance their
practical on-farm skills.
Additional information is
provided on page 27.

CR15: Cleared.

As per the clarification
provided on page 74.

CR16: Cleared.

The main role of the
research institutions
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Component 3 is key to
ensuring the sustainability
of the outcome of the
project through
ownership, replicability,
and maintaining operation
and development of the
approach among key
constituents, including
officials, private sector,
regulatory authority and
the government.

CR21: Under output
3.1.1, the proposal notes
that the project will
develop advocacy tools,
including policy briefs.
Please include indicators
on these knowledge
products in the results
framework, as these
would be important tools
for the dissemination of
the lessons learned.

CAR1: There are
discrepancies in the
numbering of the outputs
of Component 3 in the
results framework (page
86) with the explanation of
Component 3 in the

involved is to support
evidence generation and
facilitate innovation
exchanges between
communities and
researchers, as per the
additional information
provided on pages 28 and
78.

CR17: Cleared.

As per the clarification
provided on page 92.

CR18: Cleared.

As per the clarification
provided on page 92.

CR19: Cleared.

Sensitization activities will
be carried out to ensure
that all beneficiaries
understand the credit
products and business
support services of MFls
and other financial service
providers.

The clarification is
provided on pages 39-40.

CR20: Cleared.
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Project justification (page
39). Please revise either
the explanation on

Component 3 of Part II.A.

CAR2: To ensure
sustainability among key
constituents at various
levels that would need to
be a part of
institutionalizing the
innovative climate risk
management approach
beyond the project,
consider including
development of guidance
in terms of roles and
responsibilities, methods,
forms, and processes
(e.g., Standard
Operational Procedures).

The project will select 2-4
climate resilient
commodities for the value
chain analysis, and it is
most likely that the
selected commodity value
chain will apply to more
than one district since the
scale or production will be
an essential criterion for
selection. Additional
information is provided on
page 42.

CR21: Cleared.

As per the clarification
provided on page 93.

CAR1: Cleared.

As per the clarification
provided on pages 90-91

CAR2: Cleared.

Customized Standard
Operational Procedures
(SOP) for the insurance
programme will be
developed during the
project’s inception phase,
which will be capitalized
as a knowledge product.

14




Clarification is provided on
pages 29 and 42.

Does the
project/programme
help

spread innovative
adaptation
practices, tools
and

technologies that
have demonstrated
success in one
country to another
country, countries
or regions; and/or

Does the
project/programme
pilot at larger
scale innovative ad
aptation

practices, tools or
technologies
generated that
have demonstrated
viability at a small
scale?

Not clear.

Negative impacts of
climate change that drive
poverty which
disproportionately affects
women and children are
not addressed in Bhutan
which calls for innovation
in adaptation. The
project’s innovative
microinsurance approach
and women focus (70%)
has the potential to
contribute to bridge the
national adaptation gap
for the women in the
labour-intensive
agricultural sector.
Smallholder farmers today
lack the capacity to
effectively participate in
the food system by
breaking the vicious circle
of climate change food
insecurity, lack of access
to financial services and
markets that undermines
Bhutan'’s agricultural
system.

CR22: Cleared.

The index insurance
considered in the
proposed project extends
beyond a single peril
structure; it has the
flexibility to adopt single-,
dual- or multi-peril models
mitigating pertinent and
basis risks as per the
clarification provided on
page 34.

CR23: Cleared.

70% of the target
beneficiaries will be
women smallholder
farmers, including female
youth, as per the
clarification provided on
page 13.
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The project will utilize the
Savings and Insurance
Layering (SAIL) approach
with an integrated risk
management package for
vulnerable smallholder
farmers. The primary
innovation will also unlock
secondary innovations
(resilient methods,
practices, technologies)
from grassroot level and
innovative extension
practices. Under this
approach, a weather-
index-based
microinsurance will
protect against excess
and deficit rainfall-related
perils. Simultaneously, for
more frequent but less
significant hazards,
enhanced access to
savings will provide
coverage. As a condition
for accessing insurance,
farmers must embrace
either organic production
or a sustainable
agriculture approach with
reduced external inputs,
adhering to specified
good agricultural practices
(which is innovative in a
global perspective).
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The proposal and its
intervention (s) meet the
definition of adaptation
innovation.

This is the first time this
innovative financing
solution is tested in the
Bhutanese context and
thereby innovates the
country’s microinsurance
ecosystem. It has been
tried and tested over more
than a decade in sub-
Saharan Africa, Latin
America and the
Caribbean, and
increasingly in recent
years in Asia.

The target beneficiaries
are 10,000 farmers,
among which 7,000 will
be women and female
youth. In the first year, a
prototype index designed
specifically for the
localized Bhutanese
context will be applied in
one or more districts
targeting 2,000 farmers,
of which at least 70% will
be women.
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CR22: the index selected
based on the insurance
feasibility study is a single
peril weather insurance.
Considering the fact that
with the SAIL approach,
the insurance will only
protect against
catastrophic losses,
leaving frequent perils to
savings, please provide a
rationale for a single-peril
weather index.

CR23: Throughout the FP
it is stated that 70% of
end-beneficiaries will be
women but with a strong
focus on youth. At the
same time in Annex 3
(Insurance Feasibility
Study) on p. 119 itis
stated in the
recommendations that
70% of the ones to be
insured should entail
women, female and male
youth. Please clarify what
70% refers to.

Does the project /
programme
provide economic,
social and
environmental
benefits,
particularly to

Not clear.

Economic, social, and
environmental benefits
have been outlined on
pages 40-44 and
quantified where possible.
No adverse risks are

CR24: Cleared.

As per the clarification
provided on pages 88-94.
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vulnerable
communities,
including gender
considerations,
while avoiding or
mitigating negative
impacts, in
compliance with
the Environmental
and Social Policy
and Gender Policy
of the Fund?

assessed to impact
marginalized and
vulnerable groups or
indigenous people.

The project’s main
beneficiaries are women
(70%) and with a strong
focus on youth. Ten
thousand direct
beneficiary households,
which equates to 40,000
direct beneficiaries, will
receive the insurance
package and associated
activities. At least 30
women and youth climate
champions, of whom at
least 21 will be female,
and 47,000 indirect
beneficiaries will benefit
from enhanced access to
existing climate services
and to microfinance.

Female farmers (in
accordance with gender
assessment
recommendations) were
included in the feasibility
assessment and
prototype testing of the
Weather Insurance Index
and will be further
enlivened into the
project’'s community
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consultations and planned
awareness raising and
sensitization activities.

CR24: Please provide a
gender-disaggregated
target in all the outputs in
the results framework.

Does the project
engage, empower
and/or benefit the
most vulnerable
communities and
social groups?

Not clear.

The project will not
discriminate against any
group while selecting
localities under inception
phase, however, the
project’s focus will be on
the mid- and lower
altitude areas. That aside,
the project aspires to
ensure the widest
participation from all
different groups during
implementation.
Traditional, indigenous
and local knowledge
among agricultural
adaptation options will be
considered under
implementation and
vulnerable groups
empowered to make
informed adaptation
decisions.

CR25: As the proposal
identified 4 districts as the
project target areas,

CR25: Cleared.

The response clarifies that
there will be no
marginalized and
vulnerable groups of
indigenous communities in
the project target areas.
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please provide more
information on whether
marginalized and
vulnerable groups of
indigenous communities
have been identified and
explain the expected
benefits provided by the
project to these groups.

Does the project
advance gender
equality and the
empowerment of
women and girls?

Not clear.

The project will tackle
Bhutanese women’s
limited access and
controls of resources, as
well as disadvantageous
norms and gender-based
violence issues among
other which impedes rural
women’s
capability/efficiency in
agricultural development.
Empowerment measures
include leadership-
training, supporting men
to support women,
recognition of unpaid
work/valuing women
contribution, enhancing
financial literacy, increase
access to finance
equitable access to index-
based microinsurance,
and climate information
and services, and
knowledge enhancement
of resilient

CR26: Cleared.

As per the clarification
provided on pages 26, 40-
42, and 70.

CARS3: Not cleared.
A Gender Action Plan has
been included in Annex 1.

Please reflect more clearly
the recommendations from
the Gender assessment
(page 115) in the Gender
Action Plan.

E.g., if the project’s
activities plan to address
women leadership
enhancement, GBV,
women undervalued
household input, the
inclusion of a gender
expert, and any other
gender responsive activity.

CAR3: Cleared.

The project proposal
has strengthened its
clarity on how it will
address key gender
barriers identified from
the gender
assessment including
the governance
arrangements of
gender mainstreaming
(p. 111-113). During
the additional
screening of the
USPs, as set out in
the Environmental
Management Plan
(Annex 7), a gender
lens will be applied in
a

cross-cutting fashion

to all USPs screened,
and the GAP updated
accordingly if needed.
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technologies/practices.
70% of direct
beneficiaries are women
(including female youth)
with a focus on Female-
headed households.
WFP’s Social and
Behaviour Change
Communication approach
will ensure climate
informed insurance
sensitization & policy
advocacy with a focus on
gender responsiveness in
dissemination &
communication. L, KM&C
strategy aims to ensure
that evidenced good
practices and lessons
learnt from promoting
gender equality are
shared to stakeholders
and inform
policy/decisions.

A gender assessment has
been undertaken, and
gender perspectives have
been collected throughout
various levels of
consultations, and a set of
recommendations in
terms of adoption of
gender responsive (and,
where possible, gender
transformative)

It is unclear from the
Gender Action Plan if the
target locations and
beneficiaries are known.
Please respond to CR 4
and then further clarify the
response to CAR 3
accordingly by specifying
whether there will be a
need for USPs on this
basis.
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approaches suggested. A
brief mention in FP about
how to gender
mainstream the project
under its inception phase
is provided (Part Il, M).

CR26: Please clarify if the
project plans to support
women entrepreneurs as
potential solution
providers of the
secondary innovations
(resilient technologies,
practices)?

AF’s ESP policy requires
Gender Action Plan to
been attached to FP
which illustrates how the
recommendations could
mainstreamed under the
project’'s components to
drive the tangible changes
needed to improve the
conditions for women.

CAR3: Please outline a
Gender Action Plan that
showcases how
recommendations will be
mainstreamed into the
project. It could for
example be structured
around items such as
output, activity/stage,
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gender equality measure,
baseline, target,
responsibility, timeline
and resources required.
Targets would need to be
connected to the results
framework.

Is the
project/programme
cost-effective?

In the case of
regional project/
programmes, does
the regional
approach support
cost effectiveness?
Does the project
engage, empower
and/or benefit the
most vulnerable
communities and
social groups?

Not clear.

The proposal discusses
the cost-effectiveness of
each component by
making a comparison of
the proposed project
solution to an alternative
approach or modality,
such as a Priority Sector
Lending scheme to index
insurance, and the choice
of NMR, and the
evidenced positive
relationship between
index insurance and
uptake of more profitable
production technologies
and practices, and the
fact that less
administrative costs are
involved in an index-
based solutions etc. The
comparison was provided
in general terms, while a
more concrete cost-
benefit analysis to

CR27: Cleared.

The response provides
two options to ensure the
TSP’s role after the project
completion, such as a
compensation scheme
involving premium and
transfer of technical
capacity to the insurer.
The sustainability
mechanism will be
decided during the
implementation of the
project. The clarification is
provided on page 69.
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demonstrate the return on
investment of the
insurance scheme will be
conducted under output
3.1.1, which will provide
evidence of the cost-
effectiveness in the later
stage.

Anticipated economic and
financial sustainability as
depicted in Annex 10
strengthens the project’s
case for cost-
effectiveness.

In the CN review stage,
the concern of
unexpected weather
events that would
undermine the actuarial
soundness of the
insurance was raised. The
proposal notes that this
risk could be mitigated by
a Technical Support
Provider (TSP) with
expertise and
considerable experience
in developing reliable
weather indexes, which
will improve the index and
trigger on an annual
basis, integrating
changing climatic
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conditions and impacts
into the calculations.

Throughout the project’s
preparation the insurer is
working closely with TSP
to develop the most
suitable service and
technological platform.

CR27: From a
sustainability point of
view, please provide more
information on how the
role of TSP will be
ensured once the project
is completed.

Is the project /
programme
consistent with
national or sub-
national
sustainable
development
strategies, national
or sub-national
development
plans, poverty
reduction
strategies, national
communications
and adaptation
programs of action
and other relevant
instruments?

Clear.

National and subnational
development strategies
including NDC, NAP
(under development),
TNA, TAP, UNSDC,
SAPA, and Bhutan’s
overriding Five Year Plan,
policy priorities amongst
others are considered.

The project directly
addresses post-COVID
challenges and priorities
identified in key policies
developed in 2021
(Bhutan’s Renewable

N/A
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Natural Resources
Strategy 2040 (RNR), the
RNR Market Strategy,
and the food self-
sufficiency policy priorities
etc.

Furthermore, the need for
crop insurance is one of
the priorities identified
under Bhutan’s Country
Programme under the
GCEF, in the NAP, and in
the so-called National
Food Systems Pathways.

Considering the project’s
specific focus on organic
farming transformation, it
is linked up to furthering
the aims of the National
Strategy for Sustainable
Socio-economic
Development through the
Commercialization of
Organic Farming (2019).

At the subnational level
the project will link up with
several on-going and
planned initiatives in the
area of climate change
adaptation. An exhaustive
list of these projects can
be found under Part Il
Section H (Avoiding

27




duplication with other
funding sources, p. 47)

Does the project /
programme meet
the relevant
national technical
standards, where
applicable, in
compliance with
the Environmental
and Social Policy
of the Fund?

Not clear.

The project has identified
and assessed that it will
comply with the
necessary national (and
international) technical
standards in terms of
national Environmental
Assessment guidelines,
the relevant Environment
Codes of Practice such as
the national environment
assessment guidelines
and environment codes of
practice in line with the
National Environment
Protection Act 2007.
Relevant standards under
the jurisdiction of the
Bhutan Food and Drug
Authority (BFDA). See p.
46-47.

AF’s environmental and
social standards will also
be adhered to as set out
in the project
environmental and social
management plan
(ESMP) (Annex 7).

While responsibilities and
steps for ensuring
compliance with national

CAR4: Cleared.

Two pieces of regulation,
namely the Rules and
Regulations for Insurance
and Reinsurance
Companies in Bhutan
(2018), and the Financial
Services Act of Bhutan
2011, are applicable to the
proposed project.
Throughout the process,
from development to
approval of the insurance
product, close
coordination will take
place between the Royal
Monetary Authority (RMA),
Bhutan’s insurance
regulator, and the Ministry
of Agriculture and
Livestock. Additional
information on the
responsibilities and steps
for ensuring compliance is
provided on pages 51-53.
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technical standards have
been outlined for
environmental issues, no
such measures are
provided for the regulatory
financial frameworks
related to the planned
insurance and
microfinance activities.

CAR4: Please outline
similar responsibilities and
steps for compliance for
the adherence to financial
regulations.

10. Is there duplication
of project /
programme with
other funding
sources?

Clear.

The project’s roll-out of
adaptation financing
innovation is unique in the
country and will not
duplicate other funding
sources. The project will
actively build upon and
synergize with existing
and planned interventions
in the project localities,
particularly the relevant
initiatives executed by
RGoB. An exhaustive list
of projects on-going and
under preparation (p. 47)
has been provided which
also assesses the

N/A
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complementarity with the
project.

11. Does the project /
programme have a
learning and
knowledge
management
component to
capture and
feedback lessons?

Not clear.

Learning and Knowledge
Management are
mainstreamed throughout
the project across districts
with specific activities
focused on developing the
project’s Learning,
Knowledge Management
& Communication
strategy (L, KM&C). A
feedback loop is designed
to improve and bring
lessons learnt around the
insurance product
(customer journey and
supply side learning),
secondary innovations
(knowledge, practice),
generate policy briefs on
the process of rolling out
the microinsurance in
Bhutan and illustrate the
role of multistakeholder
partnerships in enabling
the creativity of Bhutan’s
innovators to have a
greater impact on rural
resilience and adaptation
to climate change.

CR28: Cleared.

A feedback loop for
learning from activities on
the ground, including the
sequence of how to
generate and share
knowledge and lessons
learned (for primary and
secondary innovation from
supply and demand side)
are detailed out through
various elements of
stakeholder and
beneficiary engagements,
advocacy, channels of
dissemination under
output 1.2.3., pages 28-
29. This is connected to
the project’s L, KM&C
strategy and will ultimately
aim to continuously
improve the insurance
product.

CR29: Cleared.

As per additional
information provided on
page 91.

CARS5: Not Cleared.

CARS5: Cleared.

Cleared as per the
revision made on
page 113.
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Research institutions will
be playing an important
part in the evidence
generation under the
project purposed for
policy advocacy and the
sharing of lessons learnt
regionally and globally.

CR28: Please provide
more information
regarding output 1.2.3:

- What is the exact
mechanism of the
feedback loop (who
will provide which
information to whom,
where it will be
reflected and stock-
taken), and how will it
be fed into the various
components of the
project?

- What type of
knowledge product
will be produced?

- Through which
channel will these
knowledge products
be disseminated
internally and
externally? Please
provide examples.

The proposal includes
‘3.1.1.c. number of
advocacy tools, and
1.2.3.b. number of
learning knowledge
management and
communication products
developed’ among
indicators in the result
framework. SOPs are not
mentioned here. Given
that it is an important
deliverable (as described
on p. 43) this could ideally
be included here.

CR30: Cleared.

The project team will track
and measure the intended
qualitative results of
training and sensitizations
activities through M&E
system. A new result
framework indicator has

been added to secure this:

“1.2.3.d. Policy brief
highlighting key lessons
learned, including
effectiveness of training
and sensitisation
activities”.
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CR29: Please revise
results framework by
including indicators and
targets regarding
knowledge products.

CARS5: Consider including
knowledge products such
as Standard Operations
Procedures (SoP’s) and
manuals to ensure
sustainability (ownership,
replicability, maintenance
and development of the
approach, as well as
internal training needs)
beyond the project among
key constituents and its
representatives at various
levels.

Under Output 1.1.2 and
1.1.3 various training and
sensitization are planned.

CR30: please clarify if and
how the L, KM&C strategy
plans to track and
measure the intended
qualitative results of
training and sensitizations
activities to bring about
the desired outputs and
outcomes.
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12. Has a consultative

process taken
place, and has it
involved all key
stakeholders, and
vulnerable groups,
including gender
considerations in
compliance with
the Environmental
and Social Policy
and Gender Policy
of the Fund?

Clear.

The Concept Note and
the following Full Proposal
(FP) have adopted a
participatory
multistakeholder
consultation process (on
various levels) to assess
and validate needs (key
challenges facing
smallholder farmers;
adaptation needs;
resilience, nutritional and
commercial value of
crops; willingness to pay
for agricultural assurance
etc.) and gaps in
prevailing climate
services, as well as
identifying key policy
priorities and programmes
for Bhutan to address
climate change. The
consultations undertaken
with the National
Commission for Women
and Children (NCWC) and
the Youth Development
Fund (YDF) were
acknowledged to be of
particular importance
given that women and
children have been
identified as two of the

N/A
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more vulnerable groups to
the impacts of climate
change.

Community consultations
were also carried out in
the four pre-identified
districts. The participation
rate of women was 54.1%
which aggregated gender
insights related to
women’s role in
agriculture (latest trends),
income and expenditure,
perspectives on
agriculture and livestock.
Environmental, climate
and disaster risk issues
and risks were also
covered.

The conclusions of the
process have served to
contribute to shape
outcomes, outputs and
activities of the FP.

13. Is the requested
financing justified
on the basis of full
cost of adaptation
reasoning?

Clear.

The project demonstrates
that the activities are
relevant in addressing its
adaptation objectives
without additional funding
from other donors.

N/A
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The project does not
expect co-financing and
has been designed to
deliver its outcomes and
outputs regardless of the
success of other
project(s).

14.

Is the project /
program aligned
with AF’s results
framework?

Clear.

The project is contributing
to AF’s Strategic
Objectives and Outputs
including 6.) Diversified
and strengthened
livelihoods and sources of
income for vulnerable
people in targeted areas,
and 8.) Support the
development and diffusion
of innovative adaptations
practices, tools and
technologies.

N/A

15.

Has the
sustainability of the
project/programme
outcomes been
taken into account
when designing
the project?

Not clear.

The proposal sets out a
number of strategies to
ensure the project's
sustainability. The
insurance graduation
strategy enables farmers
to gradually pay for an
increasing portion of the
insurance premium

CR31: Cleared.

The response provides
information of a successful
case of Senegal where 62
percent of participants
managed to pay a
premium after receiving a
premium as subsidy for
three years. Additional
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through the integrated
approach (risk reduction
conditionalities, increased
access to micro-finance
and savings, value chain
development, and market
access) and the Smart
Subsidy scheme. The
proposal also notes the
development of an
effective distribution
strategy, and risk
mitigation plan for
unexpected weather
cycles, which will
undermine the actuarial
soundness of the index
insurance, multi-pronged
gender mainstreaming
approach.

CR31: Please clarify
whether the feasibility of
the Smart Subsidy
scheme was assessed or
whether it was a
successful case in other
countries.

CR32: Please provide
further explanation on risk
mitigation options where
the Smart Subsidy
scheme would not
operate as planned (ex.,

information is provided on
page 68.

CR32: Cleared.

The response provides
three risk mitigation
options: strengthening the
SAIL approach, bundling
insurance with agricultural
inputs and credits, and/or
eventually integrating the
insurance into the overall
social
protection/agricultural
input scheme of Bhutan.
Additional information is
provided in page 68.

36




Farmers’ income does not
increase to pay for their
premiums).

Annex 10 provides
sustainability provisions
for all outputs.

16. Does the project /

programme
provide an
overview of
environmental and
social impacts /
risks identified, in
compliance with
the Environmental
and Social Policy
and Gender Policy
of the Fund?

Not clear.

The project has been
screened for
environmental and social
risks against Adaptation
Fund’s 15 Principles (Part
II, Section N).

The project is classified
as “Category B” or
“medium risk project
mainly since Component
2 of the project includes
USPs since the exact
localities, the exact
recipients, secondary
innovations, and the exact
location of livelihood
activities are not
identified.

The projects ESMP is
described in Annex 7
which provides
procedures for screening,
assessment and
mitigation of USPs. A list
of potential (and

CR33: Cleared.

The proposed project will
target all gewogs withing
the 4 target districts, with
the exception of Merak
and Sakteng. The exact
localities (communities)
will be identified based on
the findings of the
Consolidated Livelihood
Exercise for Analysing
Resilience (CLEAR) under
the Building Resilient
Commercial Smallholder
Agriculture (BRECSA)
project of WFP.
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excluded)
practices/activities of
resilient agriculture is also
provided.

CR33: Please clarify why
the choice of localities
(and communities) could
not be identified and
selected during the
finalization of the full
proposal.

Given the presence of
USP the formulation and
adoption of a Gender
Action Plan is crucial as to
systematically address
gender issues.

Resource
Availability

Is the requested
project funding
within the
parameters for
large grants set by
the Board?

Clear.
(USD 4,983,389)

N/A

Is the
Implementing
Entity
Management Fee
at or below 8.5 per
cent of the total
project budget
before the fee?
Are the
Project/Programm

Clear.

The IE fee is below 8.5%.
(USD 390,149).

The project execution cost
is below 9.5% (USD
398.441).

N/A
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e Execution Costs
at or below 9.5 per
cent of the total
project/programme
budget (including
the fee)?

For regional
projects/programm
es, are the
administrative
costs
(Implementing
Entity
Management Fee
and Project/
Programme
Execution Costs)
at or below 10 per
cent of the
project/programme
for implementing
entity (IE) fees and
at or below 10 per
cent of the
project/programme
cost for the
execution costs?

Is the project Clear. N/A
Eligibility sublmlttled thrqugh
of IE an Imp emenfung

Entity accredited

by the Board?

. Are there Not clear. CR34: Cleared.

Implement in ol A 7 . Th lai
ation measures in place nnex 7 provides e response explains

for the

Environmental and social

that USPs will be further
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Arrangem
ents

management of for
environmental and
social risks, in line
with the
Environmental and
Social Policy and
Gender Policy of
the Fund?
Proponents are
encouraged to
refer to the
Guidance
document for
Implementing
Entities on
compliance with
the Adaptation
Fund
Environmental and
Social Policy, for
details.

screening and an
Environmental and Social
Management Plan and
management plan for
potential risks stemming
from USPs under Project
Component 2. Some
recommendations from
gender assessment and
gender focused
consultations were
reflected in project design
but a Gender Action Plan
is missing (See CAR3
above). A satisfying
grievance mechanism is
in place.

CR34: Please clarify
whether a stakeholder
consultation has taken
place on the findings of
the environmental and
social risks identified and
of the impact
assessments.

CR35: Table A7.2 (AF
Screening Questionnaire)
under Annex 7 lacks
naming of its various
columns. Please revise.

screened during the
inception phase or prior to
the implementation and
once completed,
stakeholder consultation
will take place on the ESS
and ESMP. Clarification is
provided on page 193.

CR35: Cleared.
As per the clarification
provided in page 183.
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. Are there

measures for
financial and
project/programme
risk management?

Cleared.

The proposal identified
financial and project risks
and response measures
containing but not limited
to the economic
environment, political risk,
COVID-19 pandemic,
financial management,
lack of understanding of
insurance and integrated
climate risk management,
low capacities in the
insurance ecosystem, etc.
See Part I, Section B,
Table 7 (Financial and
Project Risks and
Response Measures).

N/A

. Are arrangements
for monitoring and
evaluation clearly
defined, including
budgeted M&E
plans and sex-
disaggregated
data, targets and
indicators, in
compliance with
the Gender Policy
of the Fund?

Not clear.

An Indicative Project
Monitoring and Evaluation
and Reporting Schedule
that includes a budget for
M&E, key reporting lines
including mid-term and
terminal evaluations and
timeframe for reporting is
included on pages 80-81.

The ESMP (Annex 7)
includes a table that
outlines risk mitigation
measures for residual risk

CARG: Not cleared.

Targets under the result
framework are
disaggregated as per the
clarification provided on
pages 88-94.

Regarding the Gender
Action Plan, please see
comments on CAR 3
above on the alignment of
the GAP with the
recommendations from the
Gender Assessment.

CARG: Cleared.

Additional clarification
is provided on page
113-115.
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identified related to
monitoring arrangements.

Monitoring and evaluation
arrangements for the
project will be set out to
ensure that monitoring
and evaluation processes,
outcomes, outputs and
activities are aligned with
the AF Strategic Results
Framework and rules and
regulations.

Annex 1 — Gender
Assessment, has not
included a Gender Action
Plan. Please see Annex
V: Indicative
Project/Programme Level
Gender Action Plan
(GAP) Template in
document ‘Gender
Guidance Document for
Implementing Entities on
Compliance with the
Adaptation Fund Gender
Policy (Updated in 2022)'.
https://www.adaptation-
fund.org/document/quidan

ce-document-
implementing-entities-
compliance-adaptation-
fund-gender-policy-2/
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CARG6: Please include a
Gender Action Plan and
include gender indicators
and targets under relevant
Outputs in the Result
framework.

Is a budget on the
Implementing
Entity
Management Fee
use included?

Not clear.

A breakdown of IE fees is
included on page 95:

In accordance with a
recent update of
operationalization of the
evaluation policy, audits
(see the item “Final Audit
in the proposal’s budget)
should be covered under
project execution costs.
For reference, see p. 7:

https://www.adaptation-
fund.org/wp-
content/uploads/2023/10/A
FB.EFC .32.7 Evaluation-

Policy-Budget-
Implication clean.pdf

CARY?7: “Final audit” is
under the project’s budget
included under
Implementing Entity
Management Fee but
should thereby instead be
included under Execution
Costs. Please revise.

CARY7: Cleared.
As per the clarification
provided on page 110.
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Is an explanation
and breakdown of
the execution cost
included?

Not clear.

A breakdown of the
project’s execution cost is
included on page 95.

In accordance with a
recent update of
operationalization of the
evaluation policy, all
monitoring and evaluation
costs including
supervision of preparation
of annual projects reports
and annual evaluation
reports should be covered
under Implementing Entity
Management Fee. For
reference, see p. 7:

https://www.adaptation-
fund.org/wp-
content/uploads/2023/10/A
FB.EFC .32.7 Evaluation-

Policy-Budget-
Implication clean.pdf

CARS: In the proposal’s
budget, the items “Final
project completion report”
and “Final project
evaluation” are included
under project execution
costs. Please revise.

CARS: Cleared.
As per the clarification
provided on page 110.
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Does the M&E Clear. N/A
rramework Include | the M&E Plan is
how implementing budgeted with a
. . breakdown of how the
entity IE fees will . :
be utilized in the | ImPlementing Entity -
supervision of the M.a.nage.ment Fees will be
M&E function? utilized in the M&E
' function (p. 80-82).
Is the timeframe Clear. N/A
for the proposed
activities
adequate?
Is a summary Clear. N/A
breakdown of the
budget for the
proposed activities
included?
Does the Not clear. CARQ9: Cleared.
’p;r?éescjl/tzrogramme Monitoring responsibilities
framework align The project results have been added in
with the AF’s framework (Part Ill. E) results framework for each

results framework?
Does it include at
least one core
outcome indicator
from the Fund'’s
results framework?

table is missing a column
on “responsibility” for
monitoring targets

CAR®9: Please update the
table by clarifying the
responsibility for

monitoring project targets.

indicator/output as far as
possible (completion of
this work will be
undertaken during
inception phase). Also, as
described under Part A.1,
WFP will coordinate
monitoring and evaluation,
and the PMU through a
Communications Office
will see to that M&E
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The project is aligned with
Outcome 8 output
indicators.

CAR10: Please include
innovation-specific
indicators and targets in
the project results
framework.

Please follow the
guidance provided in
chrome-
extension://efaidnbmnnnib
pcajpcglclefindmkaj/https:/
/www.adaptation-
fund.org/wp-
content/uploads/2022/03/
AFB.PPRC_.29.44-
Guidance-to-IEs-for-
inclusion-of-objectives-
and-Indicators-for-
Innovation.pdf

The project results
framework must include at
the minimum the core
impact indicator “Number
of beneficiaries including
estimations for direct and
indirect beneficiaries”.
The project may also
benefit from reporting on
other relevant core impact
indicator that may apply.

processes happens on the
ground.

CAR10: Cleared.

As per the clarification
provided on pages 88-94.

CAR11: Cleared.

A separate table has been
added on the most
relevant AF core impact
indicator at this stage,
namely “Number of
beneficiaries including
estimations for direct and
indirect beneficiaries”. See
Table 10 on page 94.
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For example, the project
includes activities
targeting the areas “Early
Warning Systems”,
“Increased income, or
avoided decrease in
income, and “Assets
Produced, Developed;
Improved, or
Strengthened” under the
Impact-level result
“Increased adaptive
capacity of communities
to respond to the
impacts of climate
change’.

Therefore, in the Results
framework additional core
indicators may be
included, namely “Number
of Early Warning
Systems”, and “Assets,
developed improved, or
strengthened”.

Please follow the
guidance for reporting on
Core Impact Indicators -
https://www.adaptation-
fund.org/document/metho
dologies-for-reporting-
adaptation-fund-core-
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impact-indicators-march-
2014/

See also attached AF'’s
results framework:

https://www.adaptation-
fund.org/wp-
content/uploads/2019/10/
Adaptation-Fund-
Strategic-Results-
Framework-Amended-in-
March-2019-2.pdf

CAR11 Please include
separate tables on core
impact indicators. These
can be included after
Table Ill.F. Further, as
relevant, and
corresponding also to the
core impact indicators,
please update the Results
framework (l11.E) and
Alignment with the
Adaptation Fund results
framework (l11.F)

10. Is a disbursement
schedule with
time-bound
milestones
included?

Not clear.

The proposal includes a
disbursement schedule
that includes time-bound
milestones relative to
project inception and the
annual reporting
requirement. However,

CAR12: Cleared.

The budget amounts are
consistent throughout the
proposal.
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the Project funds tranches
across the years and the
total of the same do not
match (there is a $1
discrepancy). The same
issue comes up with
respect to the
implementing fee.

CAR12:

Please correct the figure
and ensure consistency in
the amounts throughout.
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ADAPTATION FUND

FULLY DEVELOPED PROPOSAL FOR SINGLE COUNTRY

PART I: PROJECT/PROGRAMME INFORMATION

Title of Project/Programme: Innovative adaptation financing to build the
resilience and adaptive capacity of smallholder
farmers in Bhutan (InAF-Bhutan)

Country: Bhutan

Thematic Focal Area: Innovative adaptation financing

Type of Implementing Entity: Multilateral Implementing Entity
Implementing Entity: World Food Programme

Executing Entities: Ministry of Agriculture and Livestock
Amount of Financing Requested: USD 4,983,736 (in U.S Dollars Equivalent)
Letter of Endorsement (LOE) signed: Yes X No O

NOTE: The LOE should be signed by the Designated Authority (DA). The signatory DA must
be on file with the Adaptation Fund. To find the DA currently on file check this
page: https.//www.adaptation-fund.org/apply-funding/designated-authorities

Stage of Submission:

X This proposal has been submitted before including at a different stage
(concept, fully developed proposal)

O This is the first submission ever of the proposal at any stage

In case of a resubmission, please indicate the last submission date: Click or tap to enter a
date.

Please note that fully-developed proposal documents should not exceed 100
pages for the main document, and 100 pages for the annexes.
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A. Project Background and Context
Summary of problem statement and proposed solution

With altitudes ranging from 100 metres in the foothills to over 7,500 meters in the north, the fragile mountainous
ecosystems of Bhutan render the country extremely vulnerable to the impacts of climate change’; it is already highly
prone to a range of hydrometeorological hazards, including glacial lake outburst floods (GLOFs), flash floods, riverine
floods, landslides, landslide dam outburst floods, cloudbursts, windstorms, droughts and river erosion.? Smallholder
farmers who rely mainly on rain-fed agriculture are already affected by unpredictability in the timing of monsoons, and
localised water shortages and prolonged drought in some areas.® At the same time, farmers, especially women who
predominate in the agricultural sector, lack a credible risk transfer mechanism such as affordable crop insurance that
could prevent them from resorting to negative coping strategies, and have insufficient access to the climate-resilient
agricultural approaches, technologies and finance that they could harness to enhance the resilience of their agriculture-
based livelihoods and address the climate impacts already experienced, and prepare for the future climate risks.

To address this problem statement, the project will roll out the primary innovation in the Bhutanese context of
micro index insurance for smallholder farmers, predominantly women, in an integrated and iterative fashion
that harnesses multiple perspectives on innovation and encourages the integration of secondary innovations
identified at the community level. For food insecure farmers who are exposed to recurrent shocks and who under-
invest to minimize their risks, microinsurance offers the opportunity to manage their climate-related shocks and
encourages them to invest in their plots so that they can make their livelihoods more climate resilient. Through an
integrated risk management approach, the risk transfer mechanism of insurance will be layered with risk reduction
activities (in the form of enhanced natural resource management and climate resilient agricultural technologies), as well
as increased access to savings to help households cope with smaller, more frequent shocks (sustainable risk
absorption). In this way, vulnerable smallholder farmers will be supported to generate increased production and obtain
more income from their farming activities in a risk informed manner. By also supporting improved access to markets for
climate-resilient produce to enable livelihoods diversification, and access to microfinance, farmers will be able to make
further investments in developing climate resilient livelihoods (prudent risk taking). This implementation strategy will
result in increased household food security and income and will contribute to the post COVID-19 revitalization and
transformation of agriculture in Bhutan.

Location and climate

Situated on the southern slope of the Eastern Himalayas, Bhutan is a small, landlocked country with an area of 38,394
km?2. 4 It extends approximately 170 km north-to-south and 300 km east-to-west, bordering China to the north and India
to the south, east and west. The vast differences in altitude, the influence of the North Indian monsoons, and the location
at the northern periphery of the tropical circulation result in three distinctive climatic zones: (i) Subtropical southern belt
(altitude of 200 — 2,000 metres) with high humidity and heavy annual rainfall (around 1,500 mm), and a temperature
range of between 15°C to 30°C all year round; (ii) Temperate central belt (2,000 to 4,000 metres) consisting of main
river valleys, characterized by moderate rainfall (about 1,000 mm per annum) with cool winters and hot summers; in the
monsoon season from June to September (JJAS) temperatures are between 15°C and 26°C, with the winter range
between -4°C to 15°C; and (iii) Alpine region in the north with snow-capped peaks and alpine meadows above 4,000
metres, which has cold winters and cool summers, and about 40 mm of annual precipitation, mostly in the form of snow.®
The three climatic zones encompass numerous micro-climates due to dramatic variations in elevation and topography.®
About 70 percent of the country’s rain falls during the summer monsoon (JJAS), and 20 percent in the pre-monsoon
season.

Environmental and agro-ecological conditions

Bhutan’s varied topography results in a rich natural heritage: it is one of the world’s top 10 biodiversity hotspots, has
one of the most extensive protected area systems (51 percent of total area).” Bhutan's extensive forest coverage
decreased to 69.7 percent in 2022 compared to 71 percent in 2016; however, the carbon sequestration capacity of
Bhutan’s forests has increased to 11 million tonnes of carbon dioxide from 9.6 million tonnes estimated in 2015. 8 Thanks
to the proactive environmental conservation approach, many of the high-biodiversity value habitats such as primary
forests, high altitude wetlands, and home ranges of flagship species fall within the protected area system. The area
under glaciers was approximately 1.6 percent of the land cover in 2018°, while 2.6 percent of the land is used for

1 National Environment Commission (2020) Third National Communication to the UNFCC.

2RGoB and World Bank (2015) Modernizing Weather, Water and Climate Services: A Road Map for Bhutan.

3 RGoB and World Bank (2015) Modernizing Weather, Water and Climate Services: A Road Map for Bhutan.

4 National Environment Commission (2020) Third National Communication to the UNFCC.

5 National Environment Commission (2020) Third National Communication to the UNFCC.

8NCHM (2019) Analysis of Historical Climate and Climate Projection for Bhutan. National Centre for Hydrology and Meteorology, RGoB.
7 National Environment Commission (2020) Third National Communication to the UNFCC.

8 Bhutan State of the Forests Report, 2023

¢ The status and decadal change of glaciers in Bhutan from the 1980s to 2010 based on satellite data. http://www.icimod.org/?q=13008
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agriculture.'® Bhutan is rich in agricultural biodiversity, with more than 100 species of agricultural crops; 384 landraces
of rice, 105 of maize, 36 of wheat, 10 of sweet buck wheat, 11 of bitter buckwheat, 32 of barley, 22 of amaranth and 36
of millets; and around 230 species of Crop Wild Relatives."

Direct pressures on biodiversity include land use conversion, forest fires, over-extraction of timber and fuel wood,
overgrazing, forest offences and wildlife poaching, unsustainable agricultural practices, pollution, invasive species, and
human-wildlife conflict; climate change acts as a risk multiplier, increasing the incidence of pests and diseases, invasive
species, and forest fires; and aggravating the loss of species, agro-biodiversity, and traditional knowledge and practices
(“biocultural” loss)."? The country’s limited land resources are threatened by different types of land degradation: water
induced degradation (gully, landslides and ravine formation), wind and cultivation erosion, and in-situ degradation such
as depletion of soil organic matter, nutrient mining, topsoil capping and subsoil compaction.'® Causes of land
degradation overlap with drivers of biodiversity loss, and include forest fires, excessive use of forest resources,
overgrazing, unsustainable agricultural practices, poor irrigation management system, infrastructure development
without proper environmental measures, mining, industrial development and urbanization.'* Bhutan's 2022 State of
Environment Report highlights accelerated construction of farm roads, electricity transmission lines, industries and
urbanisation as the main sources of increasing pressure on land resources; and notes emerging signs of forest
degradation, as well as increasing illegal logging and poaching.'®

Socio-Economic Characteristics and Vulnerabilities
Population, economy and poverty

Bhutan has a population of 748,931, with 52.19 percent male and 47.81 percent female in 2020; 60 percent of the
population is below the age of 25 years'. The country is still largely rural, with only 37.8 percent of the population
residing in urban areas in 2017"7. Bhutan is administratively divided into 20 districts, which consist of 205 gewogs
(“blocks”), four larger towns (“thromdes”), 18 district towns and 42 satellite towns.

Bhutan’s economic development policy is guided by the overarching philosophy of Gross National Happiness (GNH),
based on the four pillars of sustainable economic development; preservation and promotion of culture and tradition;
conservation of the environment; and good governance. Bhutan recorded a growth of 5.46 percent in 2019, taking its
GDP per capita to USD 3,411.94 from USD 3,331.40 in 2018."® The economy contracted a record 10.1 percent in 2020
due to stringent COVID-19 pandemic containment measures, including two prolonged nationwide lockdowns that
immensely slowed economic activity across sectors, but expanded again by 4.1% in 2021."® The economy grew by 4.3
percent in the financial year (FY) 21/22 (July 2021 to June 2022), as social and mobility restrictions eased and fiscal
support to boost activity continued; economic growth of 4.5 percent is expected in FY22/23.2°

Currently the world’s first carbon-negative country, Bhutan aims to mitigate growing emissions from economic
development by pursuing low emission development pathways across all sectors;?! in 2015 the country recorded net
negative emissions of 5.6 million tons of CO2.22

In 2022, the service sector had the highest share of the economy at 53.5 percent followed by the secondary sector at
31.8 percent and the primary sector with 14.7 percent.?®> The climate-sensitive primary sector, comprising agriculture,
livestock and forestry, contributed -0.16 percentage points to GDP growth in 2022, mainly due to reduced performance
of the crop sector.?* Agriculture absorbs the highest workforce with 49.9 percent of the total employed persons followed
by the service sector with 36.6 percent?. However, agricultural workers earn on average a tenth of what is earned by
service sector workers.?® More women than men are farmers — approximately 61.7 percent against 41.7 percent of men
— a growing trend referred to as the ‘feminisation of agriculture’ in Bhutan.?”

In addition to climate impacts experienced, some of the major challenges in farming, especially in the eastern parts of
the country, are (i) human-wildlife conflict (HWC), (ii) steep slopes and unfertile land; (iii) water shortages and inadequate
irrigation infrastructure; and (iv) pests and diseases.?® Agriculture and food items account for 17 percent of the country’s
total import expenditures, with over 90 percent of food imports coming from India. Despite considerable agricultural
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constraints, Bhutan’s varied agro-ecological zones allow for a wide variety of produce to be grown and there are
significant opportunities to increase the impact of the agri-food sector.?® Bhutan’s unemployment rate of 5 percent (6
percent for females and 4.1 percent for males) is the highest to date, with urban unemployment (10.1 percent) four-
times higher than that of rural areas (2.7 percent); the youth unemployment rate in 2022 was estimated at 28.6 percent,
an increase of 7.7 percentage points compared to 20.9 percent in 2021.%° The male youth unemployment rate (24.4
percent) is lower than that for females (32.8 percent). Thus, a pre-eminent challenge is youth unemployment and the
social issues associated with this;*' the increase in youth unemployment is a factor driving increased outmigration.

Bhutan has steadily reduced its poverty rate, from 31.7 percent in 2003 to 8.2 percent in 2017 (using a poverty line of
Nu. 2,195.95 or USD 33 per person per month at average 2017 exchange rate).®? According to the 2022 Poverty
Analysis Report (PAR), poverty in rural areas (17.5 percent) is significantly higher than urban areas (4.2 percent),®
further substantiating the focus on rural areas for the proposed project. Only 0.4% of the population is subsistence poor,
i.e., persons belonging to households with per capita consumption below food requirements of Nu. 2,852. Amongst the
employed, poverty rates are higher in households whose heads are working in the agriculture sector. Bhutan’s moderate
rural poverty rate of 17.5 percent marks substantial disparity across the 20 districts (districts), with the headcount ratio
in 2017, i.e., the proportion of people living below the national poverty line, ranging from merely 0.4 percent in Paro to
38.6 percent in Dagana. Moreover, while poverty as measured by both the headcount ratio and the number of the poor
is more concentrated in the south and southeast regions of the country, neighbouring districts in the same region might
have significantly different poverty conditions, highlighting the need for disaggregated poverty mapping to target
interventions effectively.®*

The majority (99.5 percent) of the population has access to an improved water source with hardly any disparity between
poor and non-poor households, while at least 92 percent of households have access to improved sanitation; between
poor and non-poor households, both in urban and rural areas, the disparity is around 8 percent.®® According to the 2022
Bhutan Poverty analysis Report, ownership of mobile phones (whether smart phones or not was not specified) is almost
universal across poor and non-poor groups and urban and rural areas, but internet access is slightly lower among the
poor households. An earlier analysis indicated that among non-poor households, 67 percent have at least one smart
phone, compared to only 29 percent among poor households.*® Nationally, only 43 percent of poor households have
television, compared to a national average of 72.5 percent.3”

Gender and development

The Constitution of the Kingdom of Bhutan, 2008, provides an overarching framework to ensure gender equality. While
women in Bhutan enjoy relative gender equality with men, influences from socio-cultural perceptions at times hold
women as more vulnerable than men.3® Although women’s status is relatively high in Bhutanese society, there is an
ongoing perception that women and men have specific roles to play; women being viewed as ‘homemaker, wife, and
mother’ has limited their access and opportunities, whilst confining them to household and agricultural activities where
productivity and earnings are relatively low. Men’s participation in regular paid employment is, therefore, higher at 36.5
percent against 19.3 percent for women. Bhutanese women predominate among unpaid family workers and workers
with low earnings, and thus bear a disproportionate responsibility for domestic unpaid care work that largely goes
unrecognized. A recent study on violence against women in Bhutan revealed that one in three ever-partnered women
aged 15-64 years had experienced one or other forms of domestic violence in the last 12 months, and 44.5 percent in
their lifetime.%® The same study cast light on the extent to which domestic violence was condoned by Bhutanese women,
who often accept abuse as their plight or their ‘karma’ whilst the culture of silence prevents them from accessing
available public services. This situation is compounded by the economic dependence of many women on their
husbands.

Bhutan ranks 130 out of 156 countries in the Global Gender Gap report, having closed 63.9 percent of the gender gap,
using indicators of economic participation and opportunity, educational attainment, health and survival and political
empowerment to assess the extent of gender parity.*® The importance of gender mainstreaming across policies, plans,
programmes and projects has increased recently in Bhutan. While about 60 percent of rural women hold land registration
titles, which is higher than anywhere else in South Asia, areas in which women are at a disadvantage compared to men
are politics and decision-making, tertiary education and economy, with rural women being more vulnerable.*! Women’s
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urban literacy rate of 63.9 percent is lower than that for men (78.1 percent),*? which translates into lower levels of female
participation in formal employment and high public office.

Effects of the Covid-19 pandemic

In addition to the adverse impact of Covid 19 on economic growth, inflation was expected to rise from 3 percent in FY
2020 to 6.4 percent in FY 2021, due to supply chain disruption and panic buying, but forecast to ease to 5.3 percent in
FY 2022, as prices were expected to trend lower in India and as domestic conditions improved.** Food prices increased
by approximately 15 percent in 2021, which poses a risk to food and nutrition security and the livelihoods of vulnerable
people, particularly as the country still imports about 50 percent of the total food consumed.** The dependency on food
imports led to major food insecurity in the country as COVID-19 lockdown restrictions disrupted international supply
chains, especially affecting fresh produce distribution. The Economic Contingency Plan developed by the RGoB in
response to the pandemic prioritised the need to increase national food self-sufficiency, as already prescribed in the
12th Five-year Plan (2018-2023) and other policies. Tourism has been the worst hit sector, as it was closed to foreign
tourists leading to loss of jobs: in 2020 up to 30,000 people had to seek work or migrate back to their villages.*> The
COVID-19 pandemic and recurrent lockdowns have increased unpaid work especially for women and girls, strongly
reinforcing social and cultural norms where women and girls are expected to do unpaid household chores.

Health, nutrition and food security

Bhutan has made significant improvements in reproductive, maternal, new-born and child health (RMNCH) and almost
all households have access to improved drinking water and sanitation facilities.*® Child malnutrition requires further
attention as one-fifth of children were stunted in 2015; of these, 1 in 3 were severely stunted and 4 in 10 were anaemic.*’
Overall, 7 percent of girls and boys are underweight, while 35 percent of children aged 6-59 months and 44 percent of
women of reproductive age are either anaemic or iron deficient. Malaria is on track to being eliminated by 2022, while
other climate-related diseases such as dengue and chikungunya have emerged over the last few years and indicate a
growing trend.“® Bhutan has been lauded for its efficient COVID-19 pandemic preparedness and response efforts, which
kept caseloads far lower than elsewhere in the region. Although 98 percent of households in Bhutan are food secure,
88 percent of children aged between 6 to 23 months do not have a minimum acceptable diet. This indicates that food
security is not enough for achieving nutritional status*®. In 2019, Bhutan produced only 49,948.05 Metric Ton of irrigated
and upland rice, one of its main staple foods,?® and imported 84,584 MT in the same year - an increase by 18 percent
from 2018%".52 The high dependency on imported food has had a knock-on effect on food consumption patterns in
Bhutan and is contributing to already high levels of stunting and anaemia in many rural areas. Increasing pressure on
prime agricultural land (especially paddy fields) from growing urban areas, as well as rural agricultural lands increasingly
being left fallow due to rural-urban migration, have serious implications for food and nutrition security.>*

Climate Change Vulnerabilities, Impacts and Risks
Climate trends and projections
Observed trends

While Bhutan’s lack of long-term temperature and rainfall data% limits the detection of accurate trends, validated proxy
data® from 1976 to 2005 show a mean annual temperature increase of 0.8 degrees Celsius, with the highest increase
during the winter season (1.3°C), and a decreasing trend in rainfall at mean annual scales with high variability.5” Daily
minimum temperatures are increasing at a greater pace than daily maximum temperatures.® The southern areas are
prone to dry-spells and drought induced by the variability of monsoon rainfall.>® Over recent years, more frequent
extreme weather events, including hailstorms and heavy rainfall, have been observed and precipitation patterns have
altered. Increased temperatures have accelerated the shrinkage of glaciers, leading to more rapidly forming glacier
lakes that are increasingly hazardous.®

Projected changes
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Simulated projections for South Asia and for Bhutan show increasing temperature and precipitation in both winter and
summer with large anomalies during the monsoon season.®' The increase in temperature under an intermediate global
emissions scenario or Representative Concentration Pathway (RCP) 4.5 is projected to be about 0.8°C— 2.8°C during
2021-2100, while projections under a high global emissions scenario of RCP 8.5 show increases of between 0.8°C to
more than 3.2°C towards the end of the century. Greater warming is indicated during March-April-May (MAM) and
December-January-February (DJF) seasons, and a larger increase is projected in higher altitudes.®?

The mean annual rainfall over Bhutan is likely to increase in the future under both RCPs: under RCP 4.5, an increase
of 10 percent to 30 percent is projected, with a 5-15 percent increase in summer rainfall (JJAS). While a likely increase
of rainfall during the winter (DJF) is also projected, some parts in the north and northwest could experience a decrease
in rainfall. Under RCP 8.5, an increase of above 30 percent is projected for the whole of Bhutan by 2100. However, the
north-west is expected to experience decreased winter rainfall (DJF). All emissions pathways project an increase in the
precipitation associated with a maximum 5-day rainfall event across Bhutan, with heaviest rainfall occurring in the
southeast of the country.®®

Climate models project a significant increase in the likelihood of heatwaves and droughts, which are likely to impact
more severely on communities in Bhutan’s lowlands. By the 2090s, the median probability of a heat wave®* in Bhutan
is projected to increase dramatically from the current probability of 2 percent to approximately 20 percent under RCP
4.5, and as high as 36 percent under RCP 8.5.% Higher temperatures are projected to also contribute to increased
snowmelt which could change patterns of river discharge and water availability, with potential impacts on infrastructure
growing significantly in the second half of the 21st century.®® Cold waves are also projected to increase under climate
change.®’

Current and future vulnerabilities, risks and impacts of climate change

As a mountainous country within the Hindu-Kush Himalayas (HKH), Bhutan is highly prone to a range of
hydrometeorological hazards, including GLOFs, flash floods, riverine floods, landslides, landslide dam outburst floods,
cloudbursts, windstorms, and river erosion. Across most of the HKH including Bhutan, glaciers have thinned, retreated,
receded, and lost mass since the 1970s, increasing the risk of GLOFs®. With climate change, the frequency and
intensity of extreme events are expected to increase.®® The country already ranks fourth highest in South Asia in terms
of relative exposure to flood risks, with 1.7 percent of the total population at risk. Most of the infrastructure, fertile
agricultural land, and over 70 percent of settlements are located along the main drainage basins and are therefore at
high risk of flooding and landslides, especially during the monsoon season. In the mid-mountains, landslides triggered
by cloudbursts are frequent, and recent occurrences of landslide dam bursts have caused major destruction in low-lying
areas, including the Thimphu Valley. Bhutan is also at risk for tropical cyclones. Flash floods are a recurrent
phenomenon, with the eastern and southern regions being the most vulnerable.”™ The country’s economy is
predominantly dependent on the climate-sensitive sectors of agriculture and hydropower; and the mountainous
landscape makes communication and transport fragile and expensive.”’

Table 1: Impacts of climate-related extreme weather events in Bhutan

Extreme weather events Year Remarks

flash flood gricultural land

in high altitudes

intensity rain/windstorm ed, erosion and damaged irrigation

Hailstorm/flas

High-intensity rain 2016 p d

Source: Chhogyel and Kumar, 2018 (Adapted from IPCC and NEC)

Climate variability and change threaten to reduce productivity and performance of key socio- economic sectors such as
agriculture, hydropower, and tourism.”? Changes in precipitation patterns are impacting the availability of water for
drinking and energy production in the short, medium and long-term, with cycles of flooding during monsoons and very
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low flows and drying streams during other seasons. Extreme weather events expose infrastructure assets (such as
hydropower and road network) to increased risk of floods and landslides.

Agriculture is particularly vulnerable to current and projected climate change, with associated risks to rural livelihoods
and food security, as more than 60 percent of the rural population depend upon it for their livelihoods. Women are more
vulnerable to climate change impacts than men due to their substantial engagement (at 61.7 percent against 41.7
percent for men) in agriculture, compounded further by the increasing feminization of agriculture sector. Moreover,
climate change impacts are more pronounced for Bhutanese women due to the existing discriminatory patriarchal laws,
norms, customs and institutions.”

Monsoon seasons with high rainfall, flash floods and landslides have damaged existing irrigation schemes and disrupted
market access for many smallholders. These impacts have a major bearing on the RGoB’s goals of food self-sufficiency
and inclusive green socio-economic development, due to the impacts on smallholder farms. Apart from a few areas of
open valley, agricultural land is generally located along steep geographic terrain, with more than 31 percent of
agricultural land located on slopes greater than 50 percent resulting in soil losses of 8.6 tons/ha from traditional farming
practices that are not resilient to increased runoff during the monsoon season, particularly after long dry periods.™
Heavy rainfall experienced between October 16-21, 2021 caused extensive damage to harvested paddy in the fields,
as well as to national highways and farm roads, mainly in the western and central districts.” It affected more than 2,500
acres in 17 rice growing districts (including Paro, Samtse, Punakha, Wangdue, and Dagana).’”® In addition to this recent
example of the adverse effects of climate change on farmers and agricultural production,”” increased intensity and
duration of dry periods is already occurring, and will become more serious — for example, rice yield in the southern
subtropical regions is expected to be adversely affected by heat waves, drought and changing patterns of precipitation.’®

Farmers increasingly report unstable crop yields, production losses, declining crop quality, and decreased water
availability for farming and irrigation.” These impacts will be worsened by the projected increases in temperature and
in intensity of heavy rainfall events, as well as reduced water availability. Pests and diseases, some of which are related
to changing weather and climate, are a significant challenge for rural smallholders. An example is army worm infestation
of numerous crops important for household food security, including maize and rice. Without effective adaptation, the
impact of climate change on both global food security and local production is likely to increase hunger and
malnourishment in Bhutan.®°

Bhutan is expected to experience a wide range of climate-related health risks. Rising temperature and unpredictable
weather patterns will affect water supply to communities and influence the epidemiological pattern of vector-borne,
airborne, and water-borne diseases.?' The impact of flooding on human health and livelihoods is expected to grow and
could be 4 percent of GDP by the 2030s.82 Emergency medical health requirements will also rise with climate-induced
disasters such as GLOFs, floods and landslides. The health impacts of projected increases in both heat and cold waves
have not yet been studied in any detail but are likely to be severe in the absence of effective adaptation.®®

Multi-dimensional vulnerability and barriers to adaptation

Multi-dimensional vulnerability

The socio-economic and climatic vulnerabilities discussed above constitute a context of multi-dimensional vulnerability
to climate change, operating at different levels. Multidimensional vulnerability as expressed on the Notre Dame Global
Adaptation (ND-GAIN) Index®* is depicted in Figure 1.

ND-GAIN
Country Index
rank

97 Readiness —» Bhutan

Score: 47.6 Vulnerability 0.528

Readiness 0.481
Figure 1 ND-GAIN index ranking for Bhutan

The high vulnerability score and high readiness score of Bhutan places it in the upper-right quadrant of the ND-GAIN
Matrix. This score indicates that while Bhutan is on the road to responding effectively to climate change, the adaptation

7 Yeshey, K. (2022) Gender Assessment Report for the Bhutan AF Larges Innovation Grant project. Report submitted to WFP Bhutan.

74 UNDP (2019) Annex IV of the GCF proposal for the project ‘Supporting Climate Resilience and Transformational Change in the Agriculture Sector in Bhutan'.
> Department of Disaster Management (2021) Initial Damage Assessment Report on the Recent Heavy Rainfall (October 17-19, 2021).

76 The numbers in the original source (DMC, 2021) have been corrected through a personal communication from the Department of Agriculture, 20 July 2022.
" Initial Damage Assessment report. Department of Disaster Management, MOHCA, RGoB, 2021.

78 Chhogyel, N., and Kumar, L. (2018) Climate change and potential impacts on agriculture in Bhutan: a discussion of pertinent issues. Agric & Food Secur 7, 79 (2018). https://doi.org/10.1186/s40066-018-0229-6
79 NCHM (2019) Analysis of Historical Climate and Climate Projection for Bhutan. National Centre for Hydrology & Meteorology, RGoB.

2 Climate Risk Country Profile: Bhutan (2021): The World Bank Group and the Asian Development Bank.

8 National Environment Commission (2020) Third National Communication to the UNFCC.

8 Climate Risk Country Profile: Bhutan (2021): The World Bank Group and the Asian Development Bank.

82 National Environment Commission (2020) Third National Communication to the UNFCC.

& The ND-GAIN Country Index uses two decades of data across 45 indicators to rank 181 countries annually based upon their vulnerability and their readiness to successfully adapt.


https://doi.org/10.1186/s40066-018-0229-6

needs and urgency to act are greater. Particularly vulnerable areas under this index are assessed to be agricultural
capacity, and projected change of flood hazard. The relatively high readiness score relates largely to high scores for
good governance, masking the low scores on this index for social readiness, education and innovation.®® All of these
factors are critical for enhancing the resilience of smallholder farmers. Bhutan is ranked as the 32nd most vulnerable
country and the 60th most ready country, out of 181 countries.

Gender and vulnerability to climate change

Women experience the effects of climate change differently to men and they respond and adapt to climate change
impacts differently. As measures to alleviate climate change impacts, men are more inclined to ‘look for alternative
employment’ and ‘migrate to city’; leaving women to carry out men’s work in addition to their already substantial
workloads. On the other hand, women struggle more than men in finding alternative livelihoods, entering formal
employment sector, or migrating due to cultural barriers and lack of economic opportunities and education. Thus, women
reported alternatives, including; ‘change in consumption patterns’, ‘changing farming practices’, and ‘taking children out
of school’. Bhutanese women (rural women in particular) are therefore more susceptible and vulnerable than men to the
climate change impacts. Domestic violence is more prevalent in rural areas and affects women’s economic activities as
well as their quality of life®; this also reduces their adaptive capacity and increases their vulnerability to climate change.
While all children are in general more vulnerable to climate change than are adults, Bhutanese children are at less risk
than those in other south Asian countries: Bhutan’s rank on the children’s climate change risk index is 111 out of 163
countries, while Nepal ranks 51, India ranks 26, and Bangladesh ranks the highest at 15.87

Barriers to adaptation

The specific socio-economic and cultural factors influencing gender and vulnerability to climate change in Bhutan, as
summarised above, constitute barriers to women farmers’ adaptation to climate change. In addition, the National
Adaptation Plan (NAP) process has identified the following overall barriers to adaptation In Bhutan: access to sufficient
finance; coordination, learning and awareness; technical capacity for climate information; systematic identification and
appraisal of adaptation options; and monitoring and evaluation.?® The Gender Assessment, secondary literature review,
and stakeholder and community consultations have highlighted the following more specific barriers affecting smallholder
farmers in Bhutan:

General barriers to _enhancing climate resilient agricultural livelihoods in Bhutan: Significant challenges faced by
smallholder farmers, both women and men, in addition to changing weather patterns and extreme weather events are
labour shortages, lack of market opportunities and infrastructure, and lack of inputs and/or untimely supply of inputs by
commissioning agents. High levels of post-harvest losses (PHL) in the project localities have dramatically reduced
household economies, with farmers having to sell or consume many of their perishable products within weeks. These
challenges have led to the ‘empty households’ syndrome observed in Bhutan’s rural areas. Market linkages are a critical
issue to address, including for organic production so that this can deliver the potential increased incomes for vulnerable
smallholder farmers. Human-wildlife conflict (HWC), which includes damage to crops by wildlife, depredation of livestock
and retaliatory killing of wildlife, emerged as a priority in the community consultations. Annual Forestry Statistics 2021
reported crop damage of 8.65 acres and livestock kills of 27 affecting about 66 households®; however, it is difficult to
know the exact extent of HWC as accurate and consolidated statistics are not available.

Access to climate-resilient agricultural approaches and technologies: Despite programmes implemented and trainings
conducted in many parts of the country to increase knowledge of and ability to use climate-resilient agricultural
approaches and technologies, stakeholders reported that the understanding of this was shallow in most parts of the
country. While in practice a higher proportion of women are engaged in agriculture in Bhutan, access to climate resilient
agricultural technologies, information, trainings, and agricultural inputs are more limited for rural women in Bhutan, for
a range of reasons — including the lack of gender-sensitivity of many interventions,*® and lack of access to gender-
sensitive agricultural tools and machinery. This differs from region to region in the country, with women participation
reportedly higher in the western and eastern parts of the country, while it is lower in the southern districts.®' Farmers
are often reluctant to use pesticides for religious or spiritual reasons — for example, with a recent army worm infestation
of maize in Mongar district, farmers reportedly did not want to use available pesticides as the whole month was
auspicious Saga Dawa.®? While this may be a barrier with respect to conventional agriculture, these beliefs may help to
predispose farmers towards adoption of organic production practices, if provided with ongoing support and effective
inputs. To date there has been insufficient development and dissemination of improved organic fertilisers and
biopesticides.
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Access to rural finance to invest in climate resilient livelihoods: This is in general insufficient for the needs of Bhutan’s
smallholder farmers, and particularly so for women. Despite Financial Institutions equal and non-preferential treatment,
and government’s concerted efforts to advance financial inclusion such as priority sector lending, limited access to
finance is one of the many constraints faced by rural women. This limited access could be attributed to lack or limited
resources for collateral, limited decision-making power and position, complex loan procedures, and loans not suitable
to their needs. Although there are numerous savings and credit schemes, they are mostly commercially-oriented and
entrepreneurship focused, with insufficient support to subsistence farmers to help them become more commercial.
There are insufficient rural-women-targeted schemes that are focused on enhancing the adaptability and resilience to
climate change of smallholder farmers, or other forms of green finance. Although indemnity insurance for crops is
available, this is mainly oriented towards the more commercial farmers, and relies on time-consuming and resource-
intensive inspection of damages for each household insured. Key challenges faced by youth agricultural entrepreneurs
in eastern Bhutan are environmental issues, lack of access to financial support, and management issues. Lack of access
to markets is also a significant constraint, but access to land and farm inputs is less of a barrier.%®

B. Project Objectives

The project’s main goal is to enhance the resilience of smallholder farmers in Bhutan to key identified climate risks and
enhance their food security by rolling out innovative index-based microinsurance through an integrated resilience
building approach.

The project will achieve its goal through the following three objectives:

1. Strengthen climate-resilient agricultural practices to underpin integrated climate risk management by
smallholder farmers;

2. Roll out innovative climate risk transfer mechanism and build smallholder farmers’ resilience through integrated
approach; and

3. Institutionalise innovative climate risk management for long-term sustainability.

The project will meet these objectives through three interlinked components as detailed in Part I.A that will deliver an
integrated package of interventions to address key causes of vulnerability to climate change and food insecurity for
vulnerable smallholder farmers in selected districts in Bhutan.

Project area and target groups

The target group for the concrete adaptation activities to be implemented under the proposed Large Innovation Grant
(LIG) in Bhutan is climate-vulnerable smallholder farmers in four districts, namely Dagana, Tsirang, Lhuentse, and
Trashigang, with an emphasis on women, youth and most vulnerable groups — such as female-headed rural households.
Until recently, there has been no systematic district-level climate risk vulnerability assessment; while this is needed, it
will be challenging due to the limited observational data, the varied and mountainous topography, and the relatively
small size of the country, which influences the reliability of downscaling from global climate models. In general, the
entirety of the agricultural production areas are highly vulnerable to increased runoff resulting from more intense rainfall,
which is already being experienced across the country, together with increased drought risk in some areas. Studies
carried out for various project proposals and annual agricultural statistics point to a heightened level of vulnerability to
differentiated climate risks affecting agricultural production and rural livelihoods — for example, the eastern and southern
regions are the most vulnerable to flash flooding, while in the mid-mountain areas, landslides related to intense rainfall
are a primary threat. While all parts of the country are reportedly experiencing more erratic rainfall and increased dry
periods related to rainfall variability, rice yield in the southern subtropical regions is expected to be adversely affected
by heat waves, drought and changing patterns of precipitation, and drought is emerging as an increasing risk in the
eastern parts of the country.

Given the above factors, for the Concept Note (CN) the project team selected six preliminary districts to be considered
for inclusion in the proposed LIG project, based on the following criteria:

i. vulnerability to climate risks, as assessed by the RGoB;
ii. poverty levels; and

iii. agricultural potential, including for climate-resilient and sustainable agriculture and commodity landscape-based
organic production.

The six preliminary districts were Paro, Punakha, Dagana, Tsirang, Lhuentse, and Trashigang. Paro and Punakha are
located in the west of the country, and Dagana in the south; these districts are predominantly within the temperate zone,

9 Dendrup, T., R. Chhetri, and C. Dolma (2021) ‘Challenges of young agripreneurs in Eastern Bhutan’. Social and Management Research Journal, Vol.18, No.1, pg.53-72.
http://dx.doi.org/10.24191/smrj.v18i1.12383
9 Chhogyel, N. and Kumar, L. (2018) Climate change and potential impacts on agriculture in Bhutan: a discussion of pertinent issues. Agric & Food Secur 7, 79 (2018). https://doi.org/10.1186/s40066-018-0229-6
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although part of Dagana lies within the sub-tropical southern belt. Lhuentse and Trashigang are located in the east of
the country, which has received relatively reduced investment in agricultural development and experiences heightened
drought risk. Tsirang lies in the central part of the country and has been selected for preliminary consideration based
not only upon the climate risks and vulnerabilities experienced, but also because of its potential for large-scale
conversion to organic agriculture.®® Three of the six districts were selected for community consultations to develop the
CN, as these provided a range of livelihood systems and were feasible in the context of COVID-19 restrictions: Paro,
Punakha, and Dagana. A summary of the findings of the community consultations can be found in Part II.J.

During full proposal development, the four specific project districts of Dagana, Tsirang, Lhuentse, and Trashigang were
identified based upon an in-depth vulnerability assessment and climate risk-based crop suitability assessment (Annex
2), as well as a detailed insurance feasibility study that was conducted during the full proposal (FP) development
process. The targeted gewogs and communities will be identified during the project inception phase, under a targeting
strategy that will identify and ensure meaningful benefits for the most marginalised and vulnerable communities, within
the stated focus of 70 percent women and a focus on youth. Given that all gewogs in the four districts have high levels
of climate vulnerability and poverty- and gender-related socio-economic variables, as demonstrated in Annex 2, and in
the interests of reaching the necessary scale for the project, the RGoB intends to target all gewogs in the four identified
districts, with the exception of Merak and Sakteng in Trashigang district, in which livelihoods are primarily based upon
livestock, which is not a primary focus for this project. In addition to the criteria of climate vulnerability and prioritisation
of women and youth, the gewogs in Trashigang and Lhuentse are vulnerable areas that have received relatively lower
levels of investment, with high levels of out-migration. Further criteria that will be used to select individuals will be interest
in participating in the project activities and willingness to meet the conditions of access to initially-subsidised insurance
premiums, namely adoption of organic or environmentally sustainable production methods. Specific localities within the
selected districts for certain project activities — such as the value chain development activities — will be identified based
inter alia on the findings of the Consolidated Livelihood Exercise for Analysing Resilience (CLEAR) to be carried out in
late 2023 or early 2024 under the Building Resilient Commercial Smallholder Agriculture (BRECSA) project. The CLEAR
is an analytical approach developed by WFP to better understand how food security is affected by climate risks®, and
will provide further disaggregated information relevant to targeting for some of the activities of the AF project.

CHINA

INDIA

1 Coordinate reference system adopted s EPSG:5266

Map 1. Location of targeted districts within Bhutan and the region

Once the project districts were selected in a broad sense, local and community consultations were carried out during
FP development in the project localities to ground truth the findings of the VA and climate risk-based crop suitability
assessment, and gather important disaggregated and gender-responsive local-level information on climate risks,
livelihood systems, and socio-economic factors; gaps in service provision including climate services, agricultural
extension, and financial services; experience of and willingness to pay for insurance, appropriate value chains to
develop, and other aspects necessary for insurance product. Please see Annex 5 for a detailed report on the
consultations.

9 This potential was confirmed by a personal i with the Head of National Centre for Organic Agriculture, 16 June 2022.
9 https://www.wfp.org/publications/2017-clear-approach
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There is good alignment between the four project districts identified and the criteria included in the ‘Climate change and
vulnerability analysis’ (CCVA) mapping carried out for the development of the National Adaptation Plan (NAP) process
in Bhutan, which includes a district-level vulnerability mapping against various criteria, including climate variability,
hazards, and various socio-economic parameters. For example, Dagana and Lhuentse are among the top four districts
with over 80 percent of females involved in agriculture, while that for Tsirang is over 70 percent. Dagana and Trashigang,
together with Samtse, have the highest sensitivity to climate change arising out of their livelihood and economic situation,
with out-migration being the highest in Trashigang (nearly 11.67 percent in 2017). Tsirang and Dagana score low in
terms of presence of adaptation strategies such as irrigation, improved farm machinery and social capital, while
Trashigang has a medium score in this regard. Dagana and Tsirang are also ranked very low in terms of adaptive
capacity, while Trashigang scores low and Lhuentse scores medium in terms of adaptive capacity. In terms of overall
vulnerability, Dagana is ranked the second most vulnerable district, while Tsirang is the fourth most vulnerable.®”

Final decisions for the four districts to be included in the project, which were reduced from six due to the need to avoid
fragmentation of resources, were based on the above criteria, as well as additional climate risk, socio-economic, political
and environmental variables, including gender, education and nutritional indicators; and the presence of the necessary
pre-conditions for large-scale roll-out of index-based microinsurance. The latter include access to existing microfinance
channels, production of selected crops at a sufficient volume for the necessary aggregation, value chain development
and marketing activities, and the presence of suitable distribution channels for the insurance. A further criterion was the
ability to leverage off the activities of existing and planned projects, in order to promote efficiencies and synergies across
investments. For example, it was agreed that it would promote efficiencies and enhance effectiveness to build on the
recently approved Building Resilient Commercial Smallholder Agriculture (BRECSA) project in the central and southern
districts of Zhemgang, Trongsa, Tsirang, and Sarpang, as well as the activities of the Commercial Agriculture and
Resilient Livelihoods Enhancement Programme (CARLEP) in the eastern districts.®® The full set of criteria to identify
project districts was developed in a participatory fashion during full proposal development and a robust multi-criteria
analysis (MCA) process was conducted and documented (see Annex 2 for further details).

The in-depth vulnerability assessment and climate risk-based crop suitability assessment drew strongly on the National
Adaptation Plan (NAP) assessments, in order to determine the project localities, and provisional crops that could be
promoted. The NAP assessments were the ‘Climate change and vulnerability analysis’ (CCVA) mapping; as well as the
NAP sectoral assessments for agriculture, water, forests and biodiversity, and human health. In addition, best available
studies such as the CIAT study on climate risks for agriculture in Bhutan (2017) and the ADB climate risk profile for
Bhutan (2021), as agreed with the RGoB, as well as key analyses found through a literature survey. In addition, the
project team consulted the 2022 Labour Force Survey Report® and the 2022 Poverty Analysis Report'®, for more up-
to-date socio-economic variables that better reflect recent trends.

The MCA summary matrix presented in Table 1 of Annex 2 indicates that Dagana, Tsirang, Lhuentse and Trashigang
have higher levels of vulnerability to climate risks than do Paro and Punakha. They also score lower on the whole with
respect to poverty, gender and the socio-economic variables considered. The MCA process showed that Tsirang,
Lhuentse and Trashigang have poverty rates higher than the average for Bhutan. Moreover, Trashigang is the district
with the second highest share of poor individuals, out of the total in the country, accounting for 9.5%, while Tsirang has
5.2% of the share of poor individuals. In the agriculture sector, Dagana (75.4%) and Tsirang (67.7%) have the highest
proportion of employed persons, followed by Trashigang (65.8%) and Lhuentse 61.7%.'"°" These four districts thus
comprise the largest pools of agricultural livelihoods in the country, further emphasising their suitability to be included in
the proposed project, with its focus on microinsurance and associated secondary innovations for agricultural livelihoods.

Table 2. Summary of key socio-economic variables for the project target districts'®?

DAGANA TSIRANG LHUENTSE TRASHIGANG
Poverty rate 9.9 19.5 15.7 20.6
% HH accessing credit'® | 15.28% 6.62% 6.13% 6.59%
Outmigration Medium Medium Medium Very high
% employed in 75.4% 67.7% 61.7% 65.8%
agriculture’®*
Youth unemployment'®® | 8.6% 17.6% 31.5% 26.1%
Female to male youth 13.0% /4.7% 21.0% / 14.5% 41.8% /1 15.5% 30.8% / 18.8%

97 Climate change and vulnerability analysis mapping for formulation of the NAP process in Bhutan. Draft dated, July 2021, prepared by pwc for UNDP.

9 During a multi-stakeholder workshop held in Thimphu on 15 June 2022.

9 National Statistics Bureau (2022) Labour Force Survey report (LFS report) 2022.

100 National Statistics Bureau of Bhutan (2022) Bhutan Poverty Analysis Report 2022.

101 LFS 2022

102 Source: Vulnerability assessment matrix to aid decision making for dzongkhag, Annex 2

103 RNR Census (2019)

104 Source of data is National Statistics Bureau (2022) Labour Force Survey report (LFS report) 2022.

105 Source: LFS 2022. Youth unemployment ranges from the lowest figure of 1.6% in Gasa dzongkhag to the highest in Sarpang (44.2%)
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unemployment'®

Female-headed HHs 60.2% 22.2% 52.5% 27.2%
% females involved in 81.16% (60.07%) 71.14% (53.29%) 81.73% (59.28%) 78.99% (51.74%)
agriculture (male %)
Overall vulnerability Very high (2" most High (4" most Medium High
vulnerable) vulnerable)

It was consequently agreed with the RGoB that Dagana, Tsirang, Lhuentse and Trashigang are, out of the six
considered, the four priority districts for inclusion in the proposed project. The community consultations further ground-
truthed these findings, demonstrating both need as well as several opportunities upon which the LIG project
implementation could build, as further discussed throughout this proposal.

Box 1. Profiles of the four targeted districts

Trashigang Dzongkhag borders on the districts of Mongar to the west, Samdrup Jongkhar and Pemagatshel to the south, Trashi
Yangtse to the north and the Indian state of Arunachal Pradesh to the east. One of the largest districts, Trashigang lies 551 km from
the capital of Thimphu, and is traversed by the Dangmechu, one of the largest rivers in the country. The elevation ranges from 600
m to over 4,500 m above mean sea level (amsl). 79.20 percent of the district is under forest cover and there are two protected areas.
Trashigang has a total area of 2,204 sq.km with 15 gewogs (village blocks), 78 chiwogs'®’, 410 villages and 1,108 gungtong (empty
houses). Dzongkhag is accessible to all the gewogs with 100 percent coverage of electricity and mobile network. The total population
is 42,852 (male 21,981 and female 20,871) with 19.4 population density (per sq.km). The adult literacy rate is 55 percent (women 50;
men 61); youth literacy levels are close to 100 percent for all four districts with virtually no difference between females and males.!%®
Trashigang has a poverty rate of 20.6 percent and houses 9.5 percent of those classified as poor in Bhutan.'® The total land
registration is 5,286 acres of dry land, 17,156 acres of wet land and 319 acres of orchard, with 49 poultry farms and 8 piggery farms. 1

Lhuentse Dzongkhag borders on Bumthang in the west, Trashi Yangtse in the east, Mongar in the south and China in the north. The
district area is 2,854 sq. km with altitudes ranging from 600 to 5,800 masl. 74 percent of the district is under forest cover with 7,176
acres protected areas. Lhuentse has a total area of 2,854 sq.km with sparsely distributed population in eight gewogs and 40 chiwogs
with 297 villages and 317 gungtong. There is accessibility to all the gewogs, with 99 electricity coverage and 98 percent
telecommunication coverage. The total population is 13,974 (male 7,191 and female 6,783) with a population density of five people
per sq.km. The total adult literacy rate is 55 percent (women 46; men 65). Lhuentse has a poverty rate of 15.7 percent and houses
2.7 percent of those classified as poor in Bhutan. The total land registration is 3,894 acres of dry land, 10,697 acres of wet land and
2.47 acres of orchard, with 16 poultry farms, 1 piggery farm and 2 milk processing units.'"

Tsirang Dzongkhag, located in south-central Bhutan, is known for its gentle slopes, mild climate, and rich biodiversity, although
lacking a protected area. One of Bhutan's longest rivers, the Punatsang Chhu or Sunkosh river flows through the district. It is the
main district where the Lhotshampa (Bhutanese of Nepali-origin) are found. Tsirang covers an area of 639 sq. km, with altitude
ranging from 500 to 1,900 masl. There are 12 gewogs, 60 chiwogs, and 101 villages. There is accessibility to all the gewogs, with
100 percent electricity coverage and very high telecommunication coverage. The total population is 22,376 of which 11,526 are male
and 10,850 are female''?; 22 percent of households are female-headed and the population density is 37 per sq.km. The total adult
literacy rate is 58 percent (women 49; men 69). Tsirang has a poverty rate of 19.5 percent and houses 5.2 percent of those classified
as poor in Bhutan. The total land registration is 12,596 acres of dry land, 6,917 acres of wet land, and 995 acres of orchard.'"®

Dagana Dzongkhag, located in the south-central part of the country, has over 89 percent of the district under forest cover and 138
acres of protected areas. Dagana covers an area of approximately 1,722 sq. km with altitudes ranging from 185 to 3,800 masl. There
are 14 gewogs, 70 chiwogs and 224 villages, with 231 gungtong. The total population is 25,280 of which 13,140 are male and 12,140
are female, with 60 percent of households headed by females. The population density is 15 persons per sq.km''™. The total adult
literacy rate is 62 percent (women 52; men 72). Dagana has a poverty rate of 9.9 percent and houses 3.1 percent of those classified
as poor in Bhutan. The total land registration comprises 5,432 acres of dry land, 18,167 acres of wet land and 1,922 acres of orchard,
with 122 poultry farms, 187 piggery farms and 57 fishery farms. The dzongkhag is accessible to all the gewogs and has 99 percent
electricity coverage and very high levels of mobile coverage.''®

Main crops grown; The main cereals cultivated in Bhutan in 2021 include paddy rice, maize, wheat, buckwheat, barley, millets and
quinoa. Concerning the four districts, Dagana has the highest rice production with 2,451 metric tons (MT), followed by Tsirang with
1,855 MT, while Trashigang leads in maize production with 3,493 MT followed by Dagana with 2,001 MT. Wheat production is low
and ranges from 3 MT in Lhuentse to 17 MT in Trashigang. Dagana has the highest buckwheat production with 86 MT. Trashigang
leads in barley production with 37 MT, while Dagana leads in millet production with 79 MT followed by Tsirang with 65 MT. The
highest oilseeds production is in Dagana with 25 MT followed by Tsirang with 18 MT. Trashigang leads in the production of rajma

106 | FS 2022
107 Third level administrative divisions below the level of gewogs, consisting of clusters of settlements or hamlets.
108 Source for literacy rates is the Bhutan Living Standards Survey Report, National Statistics Bureau, 2022.
109 Source for the poverty data for the districts is Bhutan Poverty Analysis Report 2022.
110 All statistics are from the official dzongkhag website.
111 Source for statistics is the official dzongkhag website.
112 http://www.tsirang.gov.bt/
13 htp://tsirang.gov.bt/downloads/dzongkhag-glance-2022
"4 http://www.dagana.gov.bt
15 http://www.dagana.gov.bt
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beans with 75 MT followed by Tsirang with 24 MT. Trashigang produces the most chilies with 399 MT followed by Tsirang with 381
MT, Lhuentse 303 MT, and Dagana 270 MT. In the production of potatoes, which is a major cash crop, Trashigang leads with 3,368
MT, followed by Lhuentse with 803 MT. Concerning vegetable production, Tsirang leads in cabbages with 220 MT, followed by
Trashigang 193 MT and Dagana 138 MT. Tsirang produces the most cauliflower with 315 MT, followed by Dagana with 138 MT.
Tsirang also tops the production of broccoli with 105 MT. Dagana and Tsirang are the main producers of tomatoes with 42 MT and
38 MT respectively. Regarding cash crops, Tsirang and Dagana are the main producers of cardamom with 267 MT and 250 MT
respectively. Dagana and Tsirang are the main producers of mandarin orange with 2,792 MT and 2,148 MT respectively.''®

Organisations present: The Dzongkhag Administration in each of the four districts contains a full set of services, including
agricultural and other extension specialists. There are Renewable Natural Resources (RNR) Centres in each of the gewogs, staffed
by agricultural, livestock and forestry extension officers. The Youth Development Forum has established Young Farmers Groups in
18 gewogs There is good bank and MF| coverage across the country, and various skills development initiatives, as described in Part
Il of this proposal.

The primary project beneficiaries will be poor smallholder farmers with high levels of vulnerability to current and projected
climate risks in Dagana and Tsirang in south-central Bhutan, and in Lhuentse and Trashigang in eastern Bhutan. Table
2 and Box 1 contain socio-economic and other information on the districts; please see section A.5.2.4. of Annex 5 for
further demographic, production and financial services information. The project will target more women than men, in
recognition of the feminization of agriculture in Bhutan, and the differentiated needs and increased vulnerabilities of rural
women. Thus the project will target at least 70 percent women, which exceeds the gender assessment
recommendation of 60 percent, and will especially focus on female-headed households that are more food insecure.
The project will include a focus on rural youth living in areas with high levels of climate risk and low employment
opportunities. The particularly vulnerable groups identified for inclusion in the project are female-headed households
and poorer households."” Given that all gewogs in the four districts have high levels of climate vulnerability and poverty-
and gender-related socio-economic variables (see above and Annex 2), and in the interests of reaching the necessary
scale for the project, the RGoB intends to target all gewogs in the four identified districts, with the exception of Merak
and Sakteng in Trashigang district, in which livelihoods are based upon livestock which is not a primary focus for this
project. In addition to the criteria of climate vulnerability and prioritisation of women and youth, the gewogs in Trashigang
and Lhuentse are vulnerable areas that have received relatively lower levels of investment, with high levels of out-
migration. Further criteria that will be used to select individuals will be interest in participating in the project activities and
willingness to meet the conditions of access to initially-subsidised insurance premiums, namely adoption of organic or
environmentally sustainable production methods. The selection process for the direct beneficiaries will be conducted in
consultation with local government and agriculture officials stationed in the district and blocks. Specific localities for
certain project activities — such as the value chain development activities — will be identified based inter alia on the
findings of the WFP-supported Consolidated Livelihood Exercise for Analysing Resilience (CLEAR) to be carried out in
late 2023 under the Building Resilient Commercial Smallholder Agriculture (BRECSA) project.

The project will include 10,000 direct beneficiary households, which equates to 40,000 direct beneficiaries at an
average rural household size of four, who would receive the integrated support package of index-based microinsurance
and associated activities. At least 7,000 of the primary direct beneficiaries will be women, with an emphasis on female-
headed households, and female youth. The project will empower at least 30 women and youth climate champions,
of whom at least 21 will be female, to serve as advocates for further uptake and scaling out of index insurance and
integrated resilience building. In addition, the project will have an estimated 62,680 indirect beneficiaries'', of whom
approximately 31,340 would be female and 12,530 youth, who will benefit from enhanced access to existing climate
services and to microfinance in the project districts. The project could potentially benefit the entire rural population of
Bhutan through activities to institutionalise the approach to microinsurance for smallholder farmers.

C. Project Components and Financing

116 Source for all crop production figures is National Statistical Bureau (NSB 2022)

117 Households that include family members living with disabilities are also considered more vulnerable; however, as the community consultations revealed only one household with
a person living with a disability, this will not be a major focus for targeting.

18 This is based on a potential reach for the enhanced climate services dissemination of approximately 60 percent of the total population of the four districts, which is 104,482,
according to the latest available official figures from the dzongkhag websites.
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Project Expected Amount
Components O e Expected Concrete Outputs Country (USD)
1. Strengthened | 1.1 Strengthened | Output 1.1.1. Linkages facilitated with existing climate Bhutan 576,620
climate-resilient | access to last mile | services and support to gender-responsive digitalised
agricultural climate services dissemination
practlcgs to and mcreasgd Output 1.1.2. Sensitisation of targeted smallholder
underpin understanding of p the benefits of index-based microi
integrated smallholder ‘armers on the benefits of index-based microinsurance
climate risk farmers on index | Output 1.1.3 Leverage ongoing local adaptation
management by | insurance benefits | planning to assist smallholder farmers to plan their
smallholder adaptation responses for increased resilience and
farmers income
1.2 Strengthened Output 1.2.1. Consolidate existing climate-resilient 324,000
capacities for agricultural support and develop and implement
climate-resilient recurring training strategy to fill identified gaps
agricultural . . .
support and Output 1:2.2. Identify and empower g;hmate champlons
incentives for fordeffectlve peer-to-peer learning to increase resilience
sustainable and income
resilience building | Output 1.2.3 Feedback loop for learning from activities
on the ground
2. Innovative 2.1 Smallholder Output 2.1.1. Risk transfer mechanism for smallholder Bhutan | 2,992,051'1°
climate risk farmers adopt farmers implemented and scaled up
transfer sustainable .
mechanism pathways for Output 21 2d Ftarme(rjs hgvefmcreased access to
rolled out and climate risk savings products and microfinance
smallholder transfer and Output 2.1.3 Linkages facilitated to enhance diversified
farmers’ diversified livelihoods through value chain and marketing support
resilience built | livelihoods for climate-resilient value chains
through
integrated
approach
3. Innovative 3.1 Strengthened Output 3.1.1.  Support stakeholders and develop Bhutan 302,128
climate risk ecosystem for enabling environment to institutionalise innovative
management sustainable climate risk management
institutionalised climate risk
for long-term transfer through
sustainability microinsurance
Project Execution cost 398,505
Total Project Cost 4,593,304
Project Cycle Management Fee charged by the Implementing Entity (if applicable) 390,432
Amount of Financing Requested usbD 4,983,736

The project will contribute to the Adaptation Fund’s Innovation Pillar expected results: ER1: Successful innovations
rolled out. Innovative adaptation practices, tools and technologies that have demonstrated success in one country
spread to new countries/regions; and ER4 - Evidence base generated. Evidence of effective, efficient adaptation
practices, products and technologies generated as a basis for implementing entities and other funds to assess scaling
up. The project is aligned with the Adaptation Fund’s revised strategic results framework, in particular with Outcome 6:
Diversified and strengthened livelihoods and sources of income for vulnerable people in targeted areas; and with
Outcome 8: Support the development and diffusion of innovative adaptation practices, tools and technologies. Specific
outputs the project will contribute to are Output 6: Targeted individual and community livelihood strategies strengthened
in relation to climate change impacts, including variability; and Output 8: Viable innovations are rolled out, scaled up,

119 Of this, USD 1,266,250 will be allocated to insurance products (USD 690,000 for premium subsidies under the project's graduation strategy, USD 138,000 for distribution support, and USD 438,250 for developing and
fine-tuning annually the insurance index and product. The remainder of the Component 2 budget of USD 2,992,051 will fund concrete adaptation assets to be enabled through increased access to micro finance and value
chain and marketing support for climate-resilient crops and products.
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encouraged and/or accelerated. The project will contribute to the AF’s impact-level result of “Increased adaptive capacity
of communities to respond to the impacts of climate change”.

D. Projected Calendar
Milestones Expected Dates
Start of Project Implementation May 2024
Mid-term Review October 2027
Project Closing April 2029
Terminal Evaluation October 2029

PART Il: PROJECT JUSTIFICATION

A. Project components

The project will deliver an integrated package of interventions, through three interlinked components, to address key
causes of vulnerability to climate change and food insecurity for smallholder farmers in vulnerable districts in Bhutan.
Smallholder farmers, primarily women with heightened vulnerability to climate change, will gain access to innovative
index insurance by investing their time and labour in adapting their farming practices to be more climate resilient,
leveraging off and strengthening existing initiatives, including climate-smart agriculture (CSA) and good agricultural
practices (GAPs) for low-external input sustainable agriculture (LEISA), and organic agriculture which is a priority of the
RGoB. This support will be layered with access to an integrated risk management package that includes enhanced
access to climate services, financial savings, and microfinance, to complement and enhance the sustainability of the
microinsurance, as well as improved access to structured markets for climate-resilient produce. This will enhance
smallholder farmers’ capacity to effectively participate in the food system by breaking the vicious cycle of climate change
- food insecurity — lack of access to financial services and markets that undermines Bhutan’s agricultural system. A
diagram indicating the timing of the different components and outputs can be found in Annex 11.

The LIG will be framed within the goal of sustainable transformation of Bhutan’s agricultural sector, as part of post-
COVID-19 recovery, and developed to leverage WFP’s comparative advantages in support of the RGoB’s policy
priorities and the identified needs on the ground. The bulk of the project funding will go to support innovative and
‘concrete’ adaptation activities on the ground; the identified innovation of index-based microinsurance (either weather
index insurance or area yield index insurance) will be layered with risk reduction activities (enhanced access to existing
climate services and climate resilient agricultural technologies and inputs), micro finance to generate a positive tangible
impact on the lives of vulnerable communities.'?°

The project’s innovation strategy will be to roll out the primary innovation in the Bhutanese context of micro index
insurance for smallholder farmers in an integrated and iterative fashion that harnesses multiple perspectives on
innovation and promotes the integration of secondary, local-level innovations that have demonstrated effectiveness in
the project localities. This will include building on traditional and cultural knowledge and practices, for example to
strengthen dissemination of targeted and localised existing climate services. The innovation strategy includes
institutionalising this innovative approach to climate risk management by strengthening private sector, civil society and
government capacities at different levels, supporting smallholder farmers to advocate for the benefits of the approach,
and developing the enabling environment to ensure ongoing sustainability. Affordable insurance for smallholder farmers
was identified as an overriding priority by national stakeholders as well as community members, thus the entire project
structure has been developed around this.

A graduation strategy will be included that supports farmers in a sequential way to take over paying the insurance
premium, which will be initially covered by the project. Building on existing initiatives in the project areas, farmers will be
provided with financial literacy training that underscores the importance of an integrated approach to managing climate
risks --- highlighting the critical role of microinsurance, short-term and long-term savings, microfinance and investing in
productive assets.

A key theme running through the project logic is for evidence-based and systematic approaches that build systems for
sustainability and further scaling out.'?" A critical part of the sustainability strategy is the development of an effective

120 This will be done through the WFP-developed integrated approach for microinsurance, which is based on the principle of layering climate risk management tools together to form one cohesive programme that increases
participants’ adaptive and resilience capacities. The four pillars of this ‘R4’ approach are risk reduction, risk transfer, risk retention, and prudent risk taking. Please see https://www.wfp. r4-rural-resilience-initiative

21 The project will also ensure that it avoids an ad hoc approach and supports the building of long-term institutional systems and programmes in Bhutan, including with respect to
implementing the 12th Five Year Plan, the 21st Century Economic Roadmap, the National Climate Change Policy, the National Adaptation plan (NAP) under development, etc.
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distribution strategy, to ensure farmers can access insurance when they wish. This entails establishing an insurance
ecosystem for accessible, affordable and beneficial microinsurance.

In line with the policies of the RGoB, the AF and WFP, as well as in recognition of the findings of the Gender Assessment,
gender equality and women's economic empowerment is a central element of the project design. Beneficiary targeting
and design of activities will be carried out to meet these goals in a tangible way. In addition to mainstreaming gender in
a meaningful way, the project will promote entrepreneurship and private sector participation in climate change
responses, especially with respect to women, youth, and micro, small and medium enterprises (MSMEs). The project
will significantly develop the capacities of the insurance providers in Bhutan, most of which are private sector enterprises.
By providing a risk transfer mechanism to the targeted farmers, 70 percent of whom will be women, through
microinsurance, they will be able to increasingly venture into commercial farming which will open various
entrepreneurship opportunities.

Although there is a general perception that ‘youth are not interested in agriculture’, recent surveys in Bhutan have
indicated that the situation is more positive and nuanced. Youth are indeed wary of agricultural work that is laborious,
precarious, and low paying; however, recent developments such as the loss of private sector jobs due to the pandemic
have made agriculture “one of the most viable employment options and an increasingly attractive choice for many young
people regardless of their educational status”.'?> While economic gain is an important motivator for youth to engage in
farming, many also see working the family lands as an important way to benefit their family and community. Most young
farmers in a recent survey that covered two of the project target districts said they perceive farming as meaningful from
an individual and social perspective, providing them with more than an income. It is also seen by youth as essential for
preserving Bhutanese culture and traditional ways of life. Thus if agriculture can deliver a better income it does hold
promise for arresting the migration of youth — and other sectors of the rural population — into the urban centres and
abroad.

The community consultations confirmed as well that youth are interested in agriculture is this can deliver a reasonable
income, particularly if this is technology-enhanced agriculture. There are examples of youth agricultural groups in all of
the project districts, with some youth involved in the production of high value crops — for example, organic pineapple
production in Trashigang, and vegetable production in Dorona, in Dagana district. Activities targeting youth have been
developed to address the above factors as well as these key findings of several recent studies on addressing negative
youth perceptions of agriculture, namely: (i) the use of technology attracts young people to the agriculture sector; (ii)
youth are interested in entrepreneurial opportunities along the value chain; and (iii) de-risking agriculture will enhance
youth participation in the sector. The project will engage with the Youth Development Forum, which has established
Young Farmers Groups in 18 gewogs, when further developing its youth engagement approach.

Component 1: Strengthened climate-resilient agricultural practices to underpin integrated climate risk
management by smallholder farmers

Component 1 focuses on enabling risk reduction to decrease overall exposure to more frequent and less severe climate
risks on the part of smallholder farmers, through two main windows. Firstly, the project will facilitate linkages with existing
climate services in the project localities so that the project beneficiaries can make more climate risk-informed decisions
on their farming and livelihood systems. The project will provide additional support to gender-responsive digitalised
dissemination of climate services, where this is feasible. Secondly, the project will support farmers to adopt behaviours
that will improve their capacity to withstand future shocks, such as natural resource management, good agricultural
practices, conservation agriculture and/or organic agriculture techniques combined with post-harvest loss management
activities. The essential activity of sensitisation of farmers so that they understand how the index-based microinsurance
functions and what the benefits could be for them will also take place under Component 1. All of the activities under
Component 1 will be delivered with the understanding that they are essential in order for farmers to have an effective,
multi-layered approach to climate risk management. Lessons learned by WFP, governments and other agencies are
that index-based microinsurance needs to be part of an integrated package of financial services to mitigate and manage
the financial impact of climate risks, supported by climate services, agricultural adaptation, enhanced savings and
access to credit, value chain development, and enhanced market access. The ensuing description of activities provides
more information on the necessary functional, and progressive, linkages that will be made between the delivery of the
insurance product and other associated activities.

Under output 1.1.2, smallholder farmers will be sensitised on the benefits of index-based microinsurance and associated
financial services, such as savings and access to credit, whereas under output 1.2.1 the project will provide
supplemental training to extension staff on a recurring basis (ToTT) to develop practical skills on climate-resilient
agriculture to increase farmers income, so that they can pass this on to farmers. Thus the focus areas of the training
under the two outputs are different: output 1.1.2 focuses on insurance and financial services training, while output 1.2.1
focuses on practical climate resilient agricultural technologies and practices. Output 1.2.2 will select individuals or groups

122 BRECSA Youth Engagement Strategy, 2022, available at https://carlep.gov.bt/resources/reports/ , accessed 31 July 2023.
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who have participated in the training of output 1.2.1 and 1.1.2. and provide them with more in-depth support to become
climate champions.

Outcome 1.1 Strengthened access to last mile climate services and increased understanding of smallholder
farmers on index insurance benefits

Output 1.1.1. Linkages facilitated with existing climate services and support to gender-responsive digitalised
dissemination

Output 1.1.1 addresses an overriding priority expressed by both national stakeholders as well as community members
for strengthened access to last mile climate services. As 70 percent of the project beneficiaries will be women, this will
significantly increase women'’s access to reliable climate services.

Smallholder farmers participating in the community consultations identified erratic rain patterns leading to either an
excess of rain or deficit of rain as key climate risks in all four districts. Erratic rainfall is affecting the performance of
important crops such as maize and paddy, as well as other productive activities beyond farming. Increasing temperature,
flooding and landslides, windstorms, and drought were further concerns, as well as increasing cold in the two highland
gewogs of Trashigang, which affects the yaks upon which many livelihoods depend. Secondary data confirms these
findings and underlines that climate change impacts are negatively affecting farmers through drying of irrigation sources
and crop damage. Untimely rains, drought, and windstorms have led crop losses of up to 20 percent. Enhanced access
to reliable last-mile climate services, packaged with agricultural advice (agro-met advisories) is an essential aspect of
to reduce these climate risks for smallholder farmers, as it would enable them to manage their planting, pest and disease
control, irrigation, and harvesting in a climate-risk informed manner. Enhanced access to seasonal forecasting would
help them to identify which crop, out of the range produced, to focus on for a particular season, in order to reduce losses
and maximise agricultural income. As such, more reliable and targeted climate services are an essential element of a
risk-layering approach that includes climate risk insurance.

Community and local consultations revealed that while all participating farmers have access to the weather forecast,
either through BBS TV, radio, or via smart phones, they do not consider these to be particularly reliable, as the forecasts
are primarily at the district level and not specific to their location. Thus they refer to the forecast primarily as a loose
gauge, and usually follow traditional farming patterns based on historical climate patterns. Farmers also consult the
zakar (which highlights auspicious days for carrying out certain activities), for planting and planning other farming
activities. As weather patterns change, farmers are becoming aware of the need for better climate information services,
and that traditional cropping calendars need to change.

Daily weather forecasts for a 24-hour period are issued by the National Centre for Hydrology and Meteorology (NCHM)
and shared among all agricultural extension staff in the country via a WhatsApp/Telegram group. These forecasts are
shared with villagers and farmers by the gewog agricultural extension officers, of which there is one per gewog.
Additionally, detailed weather forecasts are broadcast on national television (Bhutan Broadcasting Service Limited)
every evening after the news bulletin. NCHM also operates a toll-free phone number that farmers can use 24 hours a
day to seek information related to weather forecasts. Thus, currently, farmers do not receive localised forecasts and
advisories — there are no real last mile climate services (LMCS), which are timely, reliable climate and weather
information tailored to smallholder farmers’ needs, as identified through community consultations and livelihood
classification, packaged together with agricultural advisories. As opposed to more generic climate services and
forecasts, the emphasis with LMCS is on the ‘last mile’ — the small-scale farmers and vulnerable communities. There
are many opportunities to enhance the reliability of the weather and climate information dissemination process, and
further develop the digital platform so that this could be available directly to farmers too, packaged with improved agro-
meteorological (agro-met) advisories. In addition to more reliable and better disseminated forecasts that are more
targeted to the different micro climates, differentiated agro-ecological zones, and livelihoods of farmers (i.e. LMCS),
farmers also require medium-term (10 days) and long-term (30 days) weather forecasts to plan properly, as well as
enhanced seasonal forecasts.

The Department of Agriculture is further developing a digital platform called the Agro-met Decision Support System
(ADSS) through World Bank projects. This platform aims to customize the weather forecasts generated by NCHM and
package them with agronomy advisories for the farmers. An AgroMet app is currently under development by the DoA
with the support of RIMES (Regional Integrated Multi-Hazard Early Warning System) experts through the World Bank
Project. The work is expected to be completed by February 2024 and handed over to the Department of Agriculture for
the dissemination of climate services. The ADSS is targeted to develop a dynamic and interactive dashboard that will
provide users with extreme weather, crop health, and pest and disease alerts to take timely action. It would support an
automatic advisory generation and dissemination system. Near real-time observed climate data are integrated from the
National Centre for Hydrology and Meteorology (NCHM) and DOA's stations. However, while this will set in place some
of the necessary systems for generating agro-met advisories at the national level, the dissemination of agro-met services
from this project will be at the desired local level only in the pilot locations: Paro, Wangdue, Punakha, Sarpang, and
Mongar. These five districts do not overlap with those of the proposed AF-supported project. Moreover, the priority crops
under the World Bank project are paddy rice, chilli, and maize, whereas the AF-supported project is for crop-agnostic
crop insurance. Thus, while the ADSS and its application in pilot districts will provide an important baseline for the AF

17



project to build upon, it will not address the need for last-mile climate services in the project localities. Jn fact, these

activities will not result in the development of localized and targeted last mile climate services for the project beneficiaries
in Trashigang, Lhuentse, Dagana and Tsirang, or might not cover the crop-agnostic approach needed for crop
insurance, so the need will remain to further strengthen and scale up climate services to provide more reliable and
better-disseminated forecasts that are targeted to different microclimates and differentiated agro-ecological zones

(AEZ). In Bhutan, microclimate effects play a critical role, as all districts encompass various AEZs.

Einally, any app that will be developed under the ADSS will be synergised with the app to be developed under the AF
project — in other words, there will be only one app providing climate services and insurance information in the project’s
districts. This will be easily ensured as it will be the same technical staff from the NCHM and DoA who will be
implementing both the ADSS and the AF project. They clearly are fully aware that it would not be efficient or effective to
have duplicate or conflicting apps for the same purpose in a small country such as Bhutan, but rather intend to use the
AF-supported project’s activities to further develop and enhance the preliminary app developed under the ADSS project.

In order to avoid duplication and build synergies with other initiatives, and at the express wish of the Designated Authority
(DA) for the Adaptation Fund (AF) in Bhutan, the project will focus as much as possible under Output 1.1.1 on facilitating
linkages to and further developing existing or pipeline /ocalized climate services linked to adaptation planning and
implementation. Conversations with DoA, NCHM, DA have led to an agreement that, with support from other donor
projects and government funding, they can extend their services to additional districts. This expansion will include a
broader range of commodities, as well as localized data and parameters. For instance, all data — encompassing weather
forecasts, weather observations, crop information, and pest and disease data — should be accessible via various panels
in the ADSS. Furthermore, all the underlying logics and algorithms related to the application of irrigation, fertilizers, and
pesticides, as well as sowing and harvesting processes, need to be established. These systems would require individual
development for different districts and crops.

There are several existing / planned initiatives that will invest in enhancing climate services for smallholder farmers in
Bhutan, including the UNDP / Green Climate Fund (GCF) project ‘Supporting Climate Resilience and Transformational
Change in the Agriculture Sector in Bhutan’; and the World Bank / Japan / European Union-funded ‘Strengthening Risk
Information for Resilience’ project. Concerning the GCF project ‘Supporting Climate Resilience and Transformational
Change in the Agriculture Sector in Bhutan’, which includes some climate services activities, it is hoped — but not yet
known — that there will be a geographical overlay of implementation localities in Dagana and Tsirang districts, in which
case the project will facilitate linkages with the climate services developed under activity 1.2 of the GCF project. The
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project will further complement synergies with the endorsed AF Full Proposal (FP) submitted by the Bhutan Trust Fund

for Environmental Conservation (BTFEC), which is a National Implementing Entity (NIE) accredited by the AF, and which
includes an output on enhancing climate services. The planned FAO GCF project on the Water Flagship will also contain
activities to improve forecasting and climate services, particularly with respect to pests and diseases. The project will
also complement the World Bank Risk Reduction project, which is in 11 districts, that is looking at the gaps in climate
services — under the Regional Integrated Multi-Hazard Early Warning System (RIMES).

Moreover putput 1.1.1 seeks to improve the dissemination channel for last mile climate services independently of the

success of other projects, which is necessary to accomplish this project’'s outcomes and outputs. This will be achieved,
after the stocktaking to identify more specific gaps remaining after the WB ADSS jnvestment, through a combination of
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TA and of workshops and co-planning and development events at community level. Thus, an initial step will be to
undertake or to complement any existing stocktaking of localized climate services in the project districts, in order to map
out the ongoing and pipeline activities in the project activities and to identify any gaps in terms of provision of improved
climate services. The project will then develop and implement a strategy to address the gaps identified and to enhance
gender-responsive dissemination. The LIG will build on and enhance where necessary the existing activities of the range
of projects and initiatives set out above. Likely areas of enhancement are with respect to gender-responsive digitalised
dissemination, to overcome barriers experienced by women in accessing climate services in general and digital services
in particular; as well as bringing in WFP skills on last mile climate services (LMCS) to ensure that existing climate
services are refin